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DISCOVERY 
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@, Over 400 years ago, Balboa crossed the 
Isthmus of Panama from the Atlantic Coast 


| 


and discovered the Pacific Ocean. 


@, To-day, the Isthmus is traversed by the 
Canal, while other vital arteries of modern 
commerce are provided elsewhere by the 
great railway systems which link the two 


Oceans. 


Re @, The great and growing trading develop- 

ment of the New World is also largely 

dependent upon complete international bank- 
ing facilities, and these are afforded 
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A Banker’s Diary 


Mid-August—Mid-September 


THE circumstances of the fall of the Labour Government 
have been such as to inspire an attack by the Labour 
party upon the banking system, both at 
The Crisis home and abroad, and this attack is being 
conducted with considerable vehemence 
and disregard for the facts of the situation among an 
electorate whose knowledge of banking and finance is 
extremely limited. It is essential that political speakers 
and workers should be placed in possession of the real 
facts and causes of the present crisis, which has now 
involved the temporary suspension of the gold standard, 
so that they in their turn can educate the people of the 
country. With this object in view, the current issue of 
THE BANKER is devoted almost entirely to an exposition 
of the crisis, and several well-known authorities have been 
at pains to explain the facts in language that the layman 
can understand, even though the matters with which they 
deal may appear elementary to most of our regular 
readers. Still, the vital need to-day is to place the voters 
of the country in a position to form a true judgment on 
the causes of our present difficulties and on the best 
remedies, and this is the purpose of this issue of THE 
BANKER. 


UNTIL September 19, the progress of national events 
left the money market somewhat in the dark as to 
the precise conditions under which it had 

The Money to operate. During August, until the 
Market change of government, sterling was being 
supported against heavy and_ sustained 
withdrawals of foreign funds mainly by the foreign 
credits of the Bank of England opened at the 
begining of the month, and it is generally known that 
at the time Mr. MacDonald formed his new administra- 
tion these had been practically exhausted. A few days 
later sterling became for the moment self-supporting, 
this being due to the return of confidence following the 
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advent to power of the National Government. Early in 
September the new Treasury credits for {80,000,000 
were successfully arranged in Paris and New York, and a 
week later it was believed that the latter at least had had 
to be used to some extent. As time went on, it became 
clear that continuous use was having to be made of both 
credits, and that they were steadily becoming exhausted. 


THIS imposed a special duty upon the discount 
market to maintain rates at a level which would help to 
: retain short money in London. Early in 
—_~~y the month there was a tendency for rates 
to fall away to 4; per cent., or even 
lower, and it was then felt desirable to restore rates to a 
level of 44 per cent. Such an increase was effected the 
following week, mainly owing to periods of temporary 
stringency in the money market caused by the absence 
this month of Treasury bill maturities on Mondays. 
Other cross-currents that affected discount rates were 
special buying of short bills and “ hot ”’ Treasury bills, 
made to keep the market out of the Bank, and the 
gradual disposal by the Bank of the large numbers of 
Treasury bills that it had to apply for at the end of July. 
The net result is that while in the middle of September 
the market was operating under completely artificial 
conditions, discount rates had been pulled up to the level 
of 44-,5, per cent., which was needed in order to strengthen 
sterling. 


THE foreign exchange market, too, was in an artificial 
state, for while sterling nominally held its ground 
; against most of the leading currencies, it 

Mn a nl only did so by means of continual special 

: support. Prima facie dollars at $4:86 
and French francs at Frs. 123-95 were not rates that 
would cause anxiety, but the Swiss and Dutch rates 
remained well below the gold point, and more ominously 
still, forward rates were so low as only to be explained 
by a general distrust of our ability to remain on the gold 
standard. Marks were weak in September, as a result 
of foreign liquidation of German securities following the 
reopening of the German bourses. At that time, the 
Bank of England was able to replenish its gold stocks 
by buying most of the new Cape gold on offer in the 
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London market, but here again a gold influx possessed 
little significance so long as sterling had to be specially 
supported. In short, like the money market, the foreign 
exchange market was then working in the dark. 


On the morning of September 21, the whole position 
was suddenly clarified, for it was announced that it was 
no longer possible to maintain the gold 
The standard. A bill was passed the same 
pooy day, suspending the section of the Gold 
Payments Standard Act of 1925 which required the 
Bank to sell gold at a fixed price, and it 
was also revealed that since the middle of July funds 
amounting to over £200 millions had been withdrawn 
from London. These withdrawals had rapidly accelerated 
during the latter half of the week ended September 109, 
and this had forced upon the Government this drastic 
decision. The Stock Exchange was closed on Monday and 
Tuesday, but the banks remained open. The banks, 
however, had agreed to co-operate by restricting British 
purchases of foreign exchange to legitimate needs. The 
statement concluded by recalling that the budget had 
been balanced and that the internal position was sound. 
The suspension of the gold standard was entirely due to 
excessive withdrawals of borrowed capital. Simultan- 
eously Bank rate was raised from 4} to 6 per cent., a 
move which was clearly required to strengthen London’s 
position in the sudden change of circumstances. 


Tue August trade returns were definitely disappointing. 
Imports at £65-3 millions were, except for February, the 
lowest for any month this year, and British 

Overseas exports at {29-1 millions and re-exports at 
Trade  £3-9 millions, were the worst for the year. 
Even allowing for the fact that August 

was the holiday month, such results are very poor, 
especially as exports represent orders placed several 
months before. Raw material imports were only {12-5 
millions, or half those of August two years ago, and while 
much of this contraction is due to the fall in prices, an 
examination of the returns reveals numerous examples 
of decreases approaching 50 per cent. in volume. Exports 
of British manufactures at {21-9 millions are less than 
half those of August 1929 (£50°8 millions), and here the 
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contraction is largely one of volume. The adverse visible 
trade balance for 1931 seems likely to run up to £370 
millions, and while this figure is slightly below that 
of 1930, the heavy decline in our invisible exports, such 
as shipping and interest, is undoubtedly proving to be 
large enough to leave our balance of payments on the 
wrong side at the end of the year. How great the deficit 
will be remains to be seen, but current estimates of £50 
or £60 millions do not appear unreasonable. 


HoLipay currency withdrawals and possibly the efflux 
of funds from London are reflected in the decrease in the 
deposits of the London clearing banks from 
7a See £1,787+7 millions in July to £1,745 -0 millions 
Averages thefollowingmonth. Acceptancesarepractic- 
ally unchanged at {112-6 millions in August, 
against {113-0 millions in July, but cash has contracted 
from {183-4 to {179-8 millions, and call money from 
£130°5 to {113-2 millions. Advances are again lower at 
{908-5 against {913-0 millions, but the rate of decline is 
much less than in the previous month. Investments 
were {301-8 millions in August, and discounts {263-6 
millions, against {299°5 and £281-o millions in July. 
It is clear that the banks have met the decrease in deposits 
mainly by allowing bills to run off and by reducing their 
loans to the money market, and so it is not surprising 
that some monetary stringency has recently developed. 


By subscribing half the capital of the new “ Credit 
Agricole d’Egypte”’ the Egyptian Government has 
. committed itself further to the encourage- 

se Coie ment of the co-operative movement, to 
d'Egy pte Which it has always been favourably dis- 
posed. The new institution is supported 

by nineteen* local banks, the National Bank of Egypt, 
the Credit Foncier Egyptien, and the Banque Misr taking 
the largest blocks of shares. The Credit Agricole is 
intended to finance societies of small farmers by means 
of short-term loans for the cultivation and marketing of 
their crops, and long-term loans (up to ten years) for 
land improvement and the purchase of machinery. 


* One of these, the Deutsche Orientbank, has subsequently closed its 
doors in connection with the financial crisis in Germany. 
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Loans for twenty years may also be given for major 
works. The agency hitherto used by the Egyptian 
Government for aiding the fellahin has been the Banque 
Misr, but the number of societies has largely increased 
since the revision of the co-operative law in 1927, and the 
State credit of {E1,000,000 granted to them in 1929 
necessitated the creation of a special organ for its distri- 
bution. It is noteworthy that the Agricultural Bank of 
Egypt, which was originally founded by the Government 
in 1902 for a similar purpose, does not participate in the 
capital of the Credit Agricole, though it is represented 
on the Board of Directors by its manager, Mr. Brereton. 
The activity of the Agricultural Bank was restricted by 
the “ five-feddan’”’ law of 1913, which exempted from 
attachment the land of a peasant owning 5 acres or less, 
and it has since that date confined its operations to mort- 
gage loans on a larger scale. 


The Suspension of the Gold 
Standard 


N Monday, September 21, the following official 
notice was issued by the Government :— 

“ His Majesty’s Government have decided, after consultation 
with the Bank of England, that it has become necessary to suspend for 
the time being the operation of Subsection (2) of Section 1 of the 
Gold Standard Act of 1925, which requires the Bank to sell gold at a 
fixed price. 

“A Bill for this purpose will be introduced immediately, and it is 
the intention of His Majesty’s Government to ask Parliament to pass 
it through all its stages on Monday, 21st September. In the meantime 
the Bank of England have been authorized to proceed accordingly 
in anticipation of the action of Parliament. 

““ The reasons which have led to this decision are as follows :-— 


“Since the middle of July funds amounting to more than 
£200,000,000 have been withdrawn from the London market. 

“The withdrawals have been met partly from gold and foreign 
currency held by the Bank of England, partly from the proceeds of a 
credit of £50,000,000, which shortly matures, secured by the Bank of 
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England from New York and Paris and partly from the proceeds of 
the French and American credits amounting to £80,000,000 recently 
obtained by the Government. 

‘ During the last few days the withdrawals of foreign balances have 
accelerated so sharply that His Majesty’s Government have felt bound 
to take the decision mentioned above. 

“ This decision will, of course, not affect obligations of His Majesty’s 
Government or the Bank of England which are payable in foreign 
currencies. 

“The gold holding of the Bank of England amounts to some 
£130,000,000 and, having regard to the contingencies which may have 
to be met, it is inadvisable to allow this reserve to be further reduced. 

“There will be no interruption of ordinary banking business. 

‘““The banks will be open as usual for the convenience of their 
customers, and there is no reason why sterling transactions should be 
affected in any way. 

“It has been arranged that the Stock Exchange shall not be opened 
on Monday, the day on which Parliament is passing the necessary 
legislation. 

“* This will not, however, interfere with the business of the current 
Settlement on the Stock Exchanges, which will be carried through as 
usual. 

‘‘His Majesty’s Government have no reason to believe that the 
present difficulties are due to any substantial extent to the export of 
capital by British nationals. Undoubtedly the bulk of the withdrawals 
have been for foreign account. They desire, however, to repeat em- 
phatically the warning given by the Chancellor of the Exchequer that 
any British citizen who increases the strain on the exchanges by pur- 
chasing foreign securities himself or assisting others to do so is deliber- 
ately adding to the country’s difficulties. 

“The banks have undertaken to co-operate in restricting purchases 
by British citizens of foreign exchange, except those required for the 
actual needs of trade or for meeting existing contracts, and, should 
further measures prove to be advisable, His Majesty’s Government 
will not hesitate to take them. 

“His Majesty’s Government have arrived at their decision with the 
greatest reluctance. But during the last few days the international 
financial markets have become demoralized and have been liquidating 
their sterling assets regardless of their intrinsic worth. 

“In the circumstances there was no alternative but to protect the 
financial position of this country by the only means at our disposal. 

“His Majesty’s Government are securing a balanced Budget and 
the internal position of the country is sound. This position must be 
maintained. It is one thing to go off the gold standard with an un- 
balanced Budget and uncontrolled inflation ; it is quite another thing 
to take this measure, not because of internal financial difficulties, but 
because of excessive withdrawals of borrowed capital. The ultimate 
resources of this country are enormous, and there is no doubt that the 
present exchange difficulties will prove only temporary.” 


On the same day Bank rate was raised from 43 to 
6 per cent., and the Stock Exchange was closed. The 
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bill referred to in the notice was passed the same day, 
its text being as follows :— 


I.—(1) Unless and until His Majesty by Proclamation otherwise 
directs, subsection (2) of section one of the Gold Standard Act, 1925, 
shall cease to have effect, notwithstanding that subsection (1) of 
the said section remains in force. 

(2) The Bank of England are hereby discharged from all liabilities 
in respect of anything done by the Bank in contravention of the 
provision of the said subsection (2) at any time after the eighteenth 
day of September, nineteen hundred and thirty-one, and no proceedings 
whatsoever shall be instituted against the Bank or any other person 
in respect of anything so done as aforesaid. 

(3) It shall be lawful for the Treasury to make, and from time 
to time vary, orders authorizing the taking of such measures in 
relation to the exchanges and otherwise as they may consider 
expedient for meeting difficulties arising in connection with the 
suspension of the Gold Standard. 

This subsection shall remain in force for a period of six months 
from the passing of this Act. 

II. This Act may be cited as the Gold Standard (Amendment) 
Act, 1931. 


On Tuesday a Treasury order was issued in accordance 
with the third subsection of the new Act, prohibiting 
British nationals or residents in the United Kingdom 
from purchasing foreign exchange except for the purpose 
of financing (1) normal trading requirements; (2) con- 
tracts existing before September 21, 1931; (3) reasonable 
travelling or other personal purposes. On Wednesday the 
Stock Exchange reopened, but owing to the artificial boom 
conditions that immediately arose, it was announced late 
on Friday that all future bargains must be for cash. 
These were the principal legislative and administrative 
measures through which the gold standard was abandoned 
in Great Britain. 

The immediate consequences, both at home and 
abroad, have been momentous. The pound no longer 
received special support, and with the export gold 
point no longer operative, sterling fell heavily against 
almost all currencies. By September 28, the following 
quotations were current :— 


Par. Sept. 28. 
New York .. .. $4°866 gs 3°83 
Paris .. ‘is .. Fr.124-21 “a 98-00 
Brussels ‘a .. Bel. 35-00 ae 27°75 


Amsterdam .. oe WE B2°R2 “ 9:62 
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Par. Sept. 28. 
Zurich. . “e -. Fr. 25:22 - 19°50 
Berlin .. x .. Mks. 20°43 ar 16°00 
Stockholm .. .. Kr. 18°15 3 17°00 
Milan .. a .. Lr.g2-46 sub 80°00 
Bombay or i ae Is. 53d. 
Kobe .. oa -. 28. 0°58d.  .. 2s. 62d. 
Rio de Janeiro ji 5°89d._... 3° 62d. 
Buenos Aires. . wa 47°62d. 34° 00d. 


At home, wholesale prices began to conform to the 
external depreciation of the pound, the net rise during 
the first week being approximately 3 per cent. So far 
this increase is confined mainly to imported commodities 
and their direct products. The realization that the 
depreciation of sterling conferred a bounty upon exports 
and imposed a barrier against imports led to a sudden 
and violent boom in “ equities ’’ on the Stock Exchange, 
while the increase in Bank rate, the fall in the pound, 
and heavy sales on foreign account caused a heavy fall 
in the price of gilt-edged and other fixed-interest stocks. 
The boom in equities was checked at the end of the 
week by the decision to restrict dealings to cash. 

The British banking position has remained absolutely 
sound. Though the expansion of £15,000,000 in the 
fiduciary note issue remains in force, there has been 
no abnormal increase in the note circulation, which 
shows that no withdrawal of deposits has taken place. 
Bankers have naturally had to prepare for all eventu- 
alities, and there was some calling of funds from the 
money market on September 21. Since then money 
has become easier, and it is clear beyond doubt that 
there is not the smallest reason for anxiety. In fact, the 
British banking position is probably the soundest of 
any in the world, and a return of funds to London 
would cause little surprise. 

Abroad there have been many serious reactions. 
India, Australia and New Zealand have remained linked 
to sterling, but initially South Africa adhered to gold. 
Denmark suspended the gold standard two days after 
London, and most foreign bourses had to close for a few 
days on September 21. The situation in Central Europe 
is extremely difficult, and there were grave feelings of 
anxiety in many other centres. Heavy gold shipments 
have been arranged from the United States to France, 
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due probably to the precautionary repatriation of French 
funds. 

This is as far as the story can be carried at present. 
There is no need to discuss the causes of the breakdown 
of the gold standard, for many of these are dealt with 
on subsequent pages. It is futile at present to forecast 
the consequences, for no one can tell how the affairs of 
the world will develop. One thing, however, must be 
said with the utmost emphasis. The facile optimism of 
the past fortnight possesses no solid basis, for the 
suspension of gold payments has added immeasurably 
to the difficulties and uncertainties not only of this 
country, but of the whole world. If before the suspension 
it was imperative for this country to exercise economy, 
self-restraint and grim determination to put its affairs 
in order upon a sound basis, it is a hundred times more 
imperative for it to do so to-day. 


The Meaning of the Crisis 
Wee is a crisis which everyone can understand. It 


demands of all service, sacrifices and extreme 

hardships, and under conditions of modern warfare 
few, ifany, canescape. A financial crisis, especially when 
it is arrested, is a different thing. Everyday life goes 
on as usual and only those who have to cope with it 
realize its dangers or the heavy burden of thought and 
labour that it imposes upon them. Hence it is not 
surprising that even to-day few people understand why 
Mr. MacDonald suddenly severed himself from his col- 
leagues and by forming a National Government plunged 
British politics into the melting-pot. Nor is it surprising 
that both politicians, called upon to throw overboard 
large parts of their programmes, and the population of 
the country, called upon to make sacrifices in their daily 
lives, should wonder what it is all about. 

Fundamentally a nation is like an individual, in that 
both must pay their way or go under. If an individual 
fails, he is made bankrupt, his possessions are sold up, 
he has to cut down his standard of living or even rely 
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upon charity. When a nation fails in the business sense 
of the word, much the same thing happens, but the way 
in which it happens is that its money gradually loses its 
purchasing power, and may finally become worthless. 
Unlike the individual, a nation cannot fall back upon 
charity. 

History provides ample examples of money becoming 
more or less worthless. The Austrian crown, the German 
mark, the Russian rouble, and to a limited degree, the 
French franc and the Italian lira are all examples of this. 
To a certain extent we ourselves went through this 
experience in 1919-20. In those years, prices were 
rising every day. The cotton spinner, the wool comber, 
the maker of machinery found every week when they 
came to purchase their raw material that its price had 
jumped up again. Every week they passed on this 
increase to the merchant when they sold their output, 
and the merchant passed it on to the shop-keeper and 
so to the general public. In vain did the worker seek 
and obtain a wage increase to compensate him for the 
rise in prices, for no sooner had he obtained it than he 
found prices had risen again. Over and over again 
it was found that high and steadily rising wages were a 
poor exchange for living costs that stood even higher and 
were rising still faster. Those who had to live on fixed 
incomes, whether pensions or interest upon Government 
and other stocks, received no compensation at all. 

We in England only experienced the beginnings of a 
currency collapse, but other countries suffered it to the full. 
Thrift became a vice, and extravagance a virtue, for it was 
a sin to save money that rapidly became worthless. Those 
who had borrowed good money in the past were able to 
repay in worthless money, crown for crown or mark for 
mark. Trade and employment might receive a temporary 
stimulus while everyone was rushing to spend, but 
what was the use of business or work when the money 
received for it lost part of its value while it was being 
paid over? 

Now the reason why prices in these countries soared 
into the skies, far out of reach of wages, salaries and 
pensions, was a very simple one. Go back to the cotton 
spinner mentioned at the beginning of the story. When 
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he buys his cotton, he has to pay for it not in his money, 
but in the money of the man who grows it. Thus the 
price to the spinner in his money depends not only upon 
the grower’s price in his own money, but upon the rate of 
exchange, or the quantity of the one money that can be 
changed into a given quantity of the other. 

Say an American grower’s price is five dollars. If 
the pound will exchange for five dollars, the Manchester 
spinner gets his cotton for {1; if the pound will only 
exchange for 2$ dollars, he will have to pay £2. 

When money depreciates, one of the chief things 
meant is that more of it is required to buy a given 
quantity of other countries’ money. But especially in 
the case of a country like England that imports most of 
its food and raw material and has to pay for them in 
foreign money, a depreciation of money against the 
money of other countries rapidly turns into a depre- 
ciation of money against goods, or in more simple 
language into a rise of prices at home. 

The rate of exchange is the amount of our money 
which will exchange for some other country’s money, 
eg. {1 for $4: 866 or £1 for Frs.124. But the rate of 
exchange is in reality a price—the price of someone 
else’s money in our money. Were not precautions 
taken, that price would fluctuate widely, according to the 
number of people who wanted to sell pounds for dollars 
or francs, or to buy pounds with dollars and francs. 
One month, the pound might be worth $5, another worth 
only $2. 

Most countries, however, take precautions. Firstly 
they say that their money, whether pound, franc or 
dollar, shall by law contain a given amount of gold. 
Next they say that anyone bringing a given weight of 
gold to the proper authority, e.g. the Bank of England, 
shall receive the sum of money equivalent to it. Next 
they say that anyone taking bank-notes to the Bank 
can demand gold of the equivalent weight in exchange 
(except that this demand must by law be on a “ whole- 
sale’ and not a “retail” scale; for the Bank is only 
bound to deliver gold in bars worth about £1,700). 
Finally they say that the Bank, whether in England, 
France or elsewhere, must maintain a proper quantity 
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of gold in reserve against its notes, so as to be certain 
of meeting these demands. 

It is these precautions that are known as the gold 
standard. There is the same amount of gold in £1,000 
or $4,866 or Frs. 124,210. So long as you can exchange 
pounds for gold at the Bank of England and the same 
gold for francs at the Bank of France, no one is going to 
be fool enough to pay a fancy price for francs. It may 
be best to take a few less than the Frs. 124,210 for your 
£1,000, for it costs something to send gold bars from 
London to Paris, but unless you can get Frs. 123,900 
for your £1,000, it is cheaper to send gold and have 
done with it. 

The real point of the gold standard is that it keeps 
exchange rates stable. Remember that wide fluctuations 
in exchanges means wide fluctuations in the prices of 
necessities. It is clear, however, that the gold standard 
only works so long as the Bank of England (or other 
banks for that matter) possess gold. If the Bank of 
England ran out of gold, all these precautions would 
break down, and buyers of francs or dollars for pounds 
would have to pay any price they were asked. In fact 
the gold standard will stop frequent temporary fluctua- 
tions in exchange rates, due to passing inequalities 
between the demand for pounds and the demand for 
dollars or francs. But if the demand is all one way for 
a long time—e.g. for dollars and francs—the Bank of 
England will first of all lose all its gold, and finally 
the gold standard will break down. Thus the gold 
standard is a defence but only a iimited defence of the 
pound. 

This shows that in the long run it is essential that 
the demand for pounds should balance the demand for 
other monies; and this raises the all-important question, 
why do people buy pounds? or conversely why do they 
buy francs and dollars? 


People buy pounds sterling for the following reasons :— 
(1) to pay for British goods and Exports. 
services. 


(2) to pay interest on British capital Interest. 
invested abroad. 
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(3) to invest money in England, or to Long-term 
repay British money invested Capital. 
abroad. 

(4) to place money in British banks, Short-term 
or to employ it in the London Capzital. 
money market. 


People sell pounds sterling for the following reasons :— 


(1) to pay for Foreign goods and Imports. 
services. 

(2) to pay interest on Foreign capital  Jnterest. 
invested in London. 

(3) to invest British money abroad, Long-term 
or to repay Foreign money in- Capital. 
vested in England. 

(4) to withdraw money from British Short-term 
banks or from the London Capital. 
money market; and to employ 
it similarly abroad. 


Let us take these items one by one. Our export 
trade has suffered gravely (a) from the world trade 
depression; (0) from the impoverishment of countries 
which formerly have provided us with our chief foreign 
markets; (c) from the failure of British production costs 
and the price of British finished goods to conform wholly 
to the fall in world-prices. We always depended for our 
foreign trade on quality as much as price, and to-day 
the margin between British and world-prices has become 
accentuated. 

Our earnings for shipping and other services have 
been reduced by the trade depression. Few British 
ships to-day are earning a profit, and a large proportion 
of British tonnage is unemployed. 

Our interest receipts from abroad have also been 
reduced by the world depression. To-day there are 
numerous examples of defaults on our foreign loans. Our 
foreign railway investments are only earning reduced 
dividends. Other investments (e.g. rubber shares) are 
earning nothing at all. 

Coming now to the other side of the account, our 
liability for imports has also been reduced, mainly owing 
to the fall in the price we have to pay for our imports. 
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Interest payable by us was never a serious item, but it 
probably remains the same as before the depression. On 
the other hand, less British capital has recently been 
invested abroad than was the case in more normal 
ears. 

Still, take it all round, 1930 showed that, excluding 
capital movements, there was an abnormally narrow 
margin in our favour. 1931 has been a far worse year for 
British exports, shipping and earnings of foreign invest- 
ments, and there is grave reason to fear that the margin 
is now on the wrong side. There is only one way of 
meeting this adverse margin. That is to persuade 
foreigners to put more of their money into British banks or 
the London money market. Otherwise sales of sterling 
will exceed purchases, the exchanges will move against 
us, and to cut a long story short we will have to pay our 
debts in gold. In any case, the existence of this adverse 
margin implies that we as a nation are not paying our 
way. 

This knowledge alone was calculated to impair 
world confidence in our solvency, but to it was added 
another serious factor. This was that in the narrower 
field of our national finances we too were not paying 
our way, and to make matters worse, we had attempted 
vainly to ignore and conceal the fact. Various budgets 
during the past few years were only nominally balanced 
after resort to various manceuvres, while of late years the 
growing deficit of the Unemployment Insurance Fund 
has been deliberately treated as a capital liability, to be 
redeemed in due course, instead of as an annual charge 
to be brought into the nation’s current account. Now 
whatever book-keeping shifts were resorted to in this 
matter, the plain fact remains that this deficit has had 
to be met by further borrowing, just like a deficit in the 
budget itself; and the world has not been slow to 
recognize this fact. 

The world, too, realizes another fact. If a Govern- 
ment’s expenditure exceeds its revenue year after year, 
there comes a time when it is no longer able to borrow to 
fill the gap. The only resort then left to it is either itself 
or through its central bank to print and issue fresh 
paper money, not against gold but against the hope and 
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expectation that one day the Government will be able to 
redeem it. Issue of fresh currency under these circum- 
stances can only have one consequence. It leads to the 
depreciation of the national money both in the commodity 
markets and in the shops and stores at home, and against 
the remaining monies of the world in the foreign exchange 
markets. If the supply of money is increased, its price 
must fall, just as is the case with wheat, or cotton, or tea. 
In fact it is not too much to say that the enforced 
abandonment of the gold standard due to an unsound 
trading position or balance of payments need only lead 
to limited currency depreciation. If, however, it is 
accompanied by currency inflation for the purpose of 
meeting a budget deficit there is no limit to the resulting 
depreciation. 

We can now return to the items described as “ short- 
term capital.”’ At the beginning of this year, there were 
large amounts of foreign “‘ short-term capital ’’ in London. 
Much of it had been put there because, up to 1928, London 
was one of the few safe places and the pound one of the 
few safe monies in Europe. Some of it was there because 
London has always acted as the world’s bank, and has 
earned a substantial profit for the nation by doing 60, 
this profit representing one of the nation’s ‘ exports of 
services.’ Conversely London, again as the world’s 
banker, had money out on loan all over the world. This 
money helped to finance world trade, including our export 
trade, and as just stated earned a profit for London. 

During the early part of 1931, when it was clear that 
we were not paying our way, special steps were taken to 
retain this foreign short money in London, and even to 
attract more. Thus banking co-operation between 
London, Paris and New York resulted in a widening 
of the margin of the interest payable on short money in 
London over that payable in the other two centres, so 
that London became the more remunerative centre. By 
these devices, world bankers in co-operation succeeded 
in arresting the depreciation of the pound which otherwise 
would have occurred, and gave us a breathing-space 
which unfortunately we failed to use. 

Then came the Austrian and German crises. These 
inflicted a grave shock upon world financial confidence, 
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and made bankers all over the world reflect carefully if 
any centre was safe. London became an immediate 
object of suspicion, for these reasons :— 

(1) The Austrian and German crises “ froze up ” 
much of London’s short money lent to those 
countries, so that it could not be recovered. 

(2) The British nation was obviously not paying 
its way, as proved by the means taken to attract 
foreign short money to London. 

(3) The Economy Report emphasized the size 
of the deficit in the British Budget. 


These circumstances persuaded the world that there 
was a grave risk of a depreciation in sterling. The 
world therefore rushed to get its short money out of 
London banks and the London money market before 
the collapse occurred. These withdrawals entailed a 
new and big sale of sterling for foreign monies at a time 
when no one would buy sterling who could help it. Asa 
result the exchanges moved against us, and gold flowed 
out of the country. By the end of July the Bank of 
England had lost £30,000,000 of gold, and only had 
£130,000,000 left. 

There was only one thing left to do, and that was for 
the Bank of England to borrow itself from abroad, and 
to use this money to pay those who wished to take their 
money out of London, so the Bank of England borrowed 
£50,000,000, half in Paris and half in New York. This 
money was borrowed in francs and dollars, which the 
Bank used to pay those who were selling pounds. By 
August 23 this {50,000,000 had been nearly used up, 
and unless the world could be convinced that measures 
were going to be taken at once to make London a safe 
place for foreign money, it was common knowledge that 
there was no more to be had. The choice before us, to 
be taken with no more than a few hours’ delay, was 
‘‘ either balance the budget, including the Unemployment 
Insurance Fund, or else go bankrupt as a nation.”” This 
was the choice Mr. MacDonald had to make when he 
formed the National Government. 

A week later, when the world was satisfied that our 
budget would be balanced, and that London and the 
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pound would therefore be made safe for the world’s 
money, {80,000,000 was readily lent to the British 
Government. This sum lasted for a few weeks, which 
fortunately enabled us to balance our budget and so 
guard against the unlimited depreciation of the pound. 
Then it too came to an end. No more money was avail- 
able, and we had to suspend the gold standard. 

The implications of this step have already been 
discussed, and there is no need to cover the ground again. 

This history of events shows how baseless is the 
suggestion that it was all a “ bankers’ ramp.” As a 
matter of fact, American bankers in particular have always 
been ready to help England. Six years ago, when we 
re-established the gold standard, we obtained huge 
credits in New York, which so long as they were not drawn 
against did not cost us anything. In actual fact they 
were not used, and so the net result was that we obtained 
this insurance free of charge. Again, during the last few 
years of his life, Governor Strong of the New York 
Reserve Bank was repeatedly criticized at home for the 
way in which he co-operated with Mr. Norman and 
other foreign central bank governors. 

Last August the world’s bankers did not say “ reduce 
the dole.’’ All they said was that “‘ we are merely 
trustees for our depositors, who include all sorts and 
conditions of persons, and before we can lend to Great 
Britain we must be assured that you intend to put your 
house in order, and we will help you all we can’”’; and 
they did so to the best of their ability. If their help and 
our efforts failed to avert the depreciation of the pound, 
they have at least put us in a position where we have a 
chance of keeping that depreciation within reasonable 
limits. 


SO 


il- 
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The Rules of the Game 


By Sir Josiah Stamp, G.B.E. 


N his famous memorandum to the Gold Delegation 
[< the League of Nations, Sir Henry Strakosch 

remarked “It is rather extraordinary how widely 
spread the belief still is that the gold standard leaves 
the country adopting it in a position of independence, 
and that the benefits it confers can be had without any 
responsibilities. The truth that the gold standard has 
bound together the civilized world for good or evil in 
the greatest international partnership ever known in 
history, that this partnership, while conferring benefits 
on each partner, also imposes upon them stern duties, and 
that transgressions by any one partner inflict hardships 
on the rest, is hardly realized.” The Macmillan Com- 
mittee also said that an international standard is in the 
long run impossible unless all countries will agree upon 
common objectives and co-operate closely in bringing 
them about. “ But even if gold itself were eliminated 
as a cause of instability through being in scarce or 
excessive supply, and if central banks were to be given 
greater freedom than now in the use of their reserves, 
are we justified in supposing that comparative stability 
of international prices can be achieved by a wise and 
concerted policy on the part of the central banks? It 
has to be remembered that it is the essence of an inter- 
national standard that it causes all countries adhering 
to it to become, so to speak, a single ‘ magnetic field.’ 
Disturbances in one country are almost necessarily 
transmitted to the others, the severity of the disturbance 
being in proportion to the economic weight and strength 
of the country in which it originates. Therefore all gold 
standard countries, and particularly all important ones, 
are vitally interested in each other's stability.”’ 

In a speech made nearly eight years ago, and before 
we had returned to the gold standard, I made the 
following general prophecy: “We are tributary to 
America in gold for two generations. If she can make 
gold high in value the tribute on our production will be 
heavier. It is greatly to the interest of the United 
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States that we should reassume gold, and lead Europe 
to do the same, for we thereby confer on gold a good part 
of its old value and save the States from hugging a useless 
hoard. But when we have made the ‘ call’ because we 
can play several good cards, her store of gold gives her 
a long suit of trumps. 

‘“‘ Before Great Britain takes this step it is not enough 
to insure against the immediate risks; we must look to 
the whole future of the standard as a worthy instrument 
of society for the age in which we live. As the price of 
this boon to America, Great Britain must bargain, here 
and now, for a closely knit co-operation on the lines of 
the Genoa resolutions, to secure gold stability through 
the central bank reserves. 

“For we must manage our standard or it will mis- 
manage us. The price level must be controlled and we 
must control it by a golden handle.” 

And a little later: “It is only by intelligent and 
co-ordinated action through the central bank reserves, 
designed to restrict the fluctuations of gold values within 
definite limits, irrespective of the banking interests, that 
the advantages of the gold standard are likely to be 
reaped. I would urge co-operation alike on the part of 
the people at home and on the part of all the peoples 
of the world as distinct from any single action of any 
industrial country which has any prospect of success. 
It is a bold thing to ask them to perform social good at 
their own expense, but it is being done, and must be 
extended.” 

The recent defective working of the gold standard 
is blamed by most of us upon two distinct incompatibili- 
ties. First, the prima facie improbability that the func- 
tion of gold as a standard of value and controller of price- 
levels in each country could be discharged at the same 
time as international balances of trade accounts had to 
be settled in gold. The Macmillan Committee have for the 
first time made a distinct claim to the priority of the use 
of gold as a means of settling international balances, 
and they desired to emancipate the internal price-level 
of each country from its complete thraldom to the 
fortuitous amount of gold that happened to be left in 
its coffers after this first function had been discharged. 
The price-level would in the last resort be related to 


a ae ie) eee, ee a ee, ce a ee a 


an.) ae 


~ 





THE RULES OF THE GAME 21 
gold, but not by any precise and rigid ratio. The balance 
of obligations comes first, the price-level responsibility 
of gold, second. 

The second incompatibility is the existence of power- 
ful creditor countries who are unprepared to receive 
their indebtedness in commodities and will hinder every 
form of settlement except through gold, and then take 
steps to treat the gold for internal purposes as though 
it had never been received. The position of America as 
a syphon for gold, with the irresistible suction caused by 
her tariff and her creditor claims, was inherently repug- 
nant to the complete success of the gold standard. 

Hence we find that we are blaming the mal-distribu- 
tion of gold and the policy of America and France for 
forcing the rest of the world off the gold standard. We 
say they have not “ played the game ”’ according to the 
rules. The French, however, retort that it is the British 
who have not played the game according to the internal 
rules, because the theory of the gold standard involves 
a certain elasticity and power of adjustment in price- 
levels and costs, and these in our country, with our 
strong trade unionism and other industrial rigidities, we 
have failed to provide. We have endeavoured to keep a 
rigid price and wage structure in a world of change, and 
no gold standard could work under such conditions. It 
has been said, therefore, that the gold standard has 
failed “‘ because the American manufacturer and the 
British trade unions refuse to work it.’’ The trade union 
mentality of to-day is the direct consequence of the 
cupidity of the capitalist of the early Victorian era, since 
we always lag two generations of popular pyschology 
behind the facts that justified it. The American manufac- 
turers’ policy is the product of the mercantilism of the 
Civil War period. Hence the failure of the gold standard 
has its roots clearly discernible in the economic fallacies 
and the actual human selfishness or the unconscious 
separatist fallacies of prior generations. Mr. Keynes’ 
Treatise on Money brings out very clearly the difference 
between fundamental assumptions of the gold standard 
and its working since the war. He says with great force : 
“Can we afford to allow a disproportionate degree of 
mobility to a single element in an economic system which 
we leave extremely rigid in several other respects? . 
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to introduce a mobile element highly sensitive to outside 
influences as a collective part of the machine in which the 
other parts are much more rigid may invoke breakages.” 

If the world is forced off the gold standard except 
in one or two countries, no one can say what the value of 
gold will be as a commodity. It may certainly sink to a 
relatively low figure and the price of goods in gold in 
those countries may rise considerably. It may even 
tend to rise beyond the price-level of the countries that 
are stabilizing their price-levels, unattached to gold. 
In such a case we should be in the Gilbertian position of 
being able to buy gold with goods (and to pay our foreign 
debt obligations with the gold so bought) with less weight 
to ourselves, when we are off the gold standard, than 
under the gold standard when we have to obtain our 
gold, made artificially rare, by a larger expenditure of 
goods and production. Whether we are attached to gold 
by devaluation or otherwise, the imperative necessity 
for agreeing internationally upon the “ rules of the game,” 
internal or external, remains. If on formulating them 
we find them too impossible or disagreeable for democ- 
racy and politics to stand, then let the nations frankly 
recognize that although the gold standard may be a 
primitive economic method, civilization is not yet grown 
up enough to work even that properly, because we cannot 
guarantee its fundamentals. 


The Nation’s Choice 


By W. W. Paine 


HE Nation has now definitely reached the parting 

of the ways, and the whole future of the country 

and of every man, woman and child in it, depends 

upon which of the two possible branches of the road it 
will choose. 

The Trade Union leaders are impelling their members 
to take the road leading straight to disaster, which, while 
it will bring ruin to our whole country, will inevitably 
fall with the greatest severity upon them and their 
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fellow workers. The other road indeed involves heavy 
sacrifices from us all for the time being, but, with the 
grit and determination which our Nation has always 
shown in times of need, and provided that we all work 
together for a common purpose, will lead us back to 
prosperity. 

It is necessary to put before the people, in terms which 
everyone can understand, the facts upon which these 
statements depend—facts which are either ignored by 
the leaders of the Trade Unions, or are so perverted by 
them that their effect is concealed from the public mind. 

We all know what happens to all of us if we spend more 
than we earn, but the Trade Union leaders appear to 
think that the case of the Nation is entirely different 
and the same cause and effect do not apply. That is 
absolutely and entirely untrue. 

The population of these islands is about 45 million 
people, and, from our own resources and apart from 
our imports, we could not support more than about 
one third of that number. But how do we pay for those 
imports of the very food upon which the great majority 
of our people live, and without which most of us would 
starve? Solely and entirely by our exports. For the 
paper money upon which we rely for the payment of our 
debts to one another is of no use to the foreigner; he 
requires payment in his own currency, or in gold. We 
have not gold enough in the country to pay for three 
months’ supply of the imports—food and the like— 
which are absolutely necessary for our existence, and the 
only other means of paying for them is by our exports, 
which enable us to give the foreigner the money in his 
own currency which he requires in payment for them. 

From this it will readily be understood that just as 
our living as individuals depends upon our earning at 
least as much as we spend, so the life of the Nation 
depends upon its earning as much as, or more than, it 
spends. Its imports and its exports, expressed in money, 
are what it spends and what it earns. 

Our exports are of two kinds, visible and invisible. 

Visible exports are the actual goods and manufactures 
which we send abroad. “ Invisible exports” is a very 
obscure term which is used by Economists, and does 
not in the least convey what it really means, and, for the 
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benefit of those who are not conversant with these 
matters, it must, therefore, be explained. 

For many, many years we were the leading manu- 
facturing and ship-owning country of the world. Our 
goods were sent to all ports of the world and they were 
conveyed in our own ships, which took them out to 
those countries and brought back the food, raw materials 
and other things which we required. Not only so, but 
our ships rendered the same services as between foreign 
countries, carrying goods from one to another. 

And the fact that we were by far the greatest manu- 
facturing country led to our becoming the principal 
banking country, that is to say, that by far the largest 
portion of the settlement of all these transactions, even 
between foreign nations, was effected through London as 
the principal banking centre of the world, and those 
banking services also brought money into our till. 

Now for many years in the nineteenth century we 
exported far more than we imported; in other. words, 
again comparing the Nation with the individual, we 
earned much more than we spent, and that gave us a 
very large surplus each year which, as a Nation, we saved 
and invested in loans to foreign countries and in under- 
takings and businesses abroad—the Argentine Railways 
for example. 

Those investments of course carried interest, and have 
brought us in a very large sum each year, which enabled 
us to pay them for more and more goods which we 
required from them. 

We are now, then, in a position to explain the meaning 
of “‘ Invisible exports.” It is many years since our visible 
exports have exceeded our imports, but the balance 
against us on that account has been more than made good 
by these “ Invisible exports,’ that is by the interest on 
these foreign investments, and by the money which we 
have received from foreigners for the shipping, banking 
and other services which, as explained above, we have 
rendered to them. 

For every year, until 1931, our total income from all 
these sources—exports, visible and invisible—has shown 
a large, though steadily decreasing, balance in our 
ne which is known as the “ favourable balance of 
trade.” 
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Upon the maintenance of that balance the whole 
future prosperity of our country and of each one of us, 
depends, exactly as the prosperity of each one ofus 
depends upon our earning more than we spend. 

In 1931, for the first time in our history, that 
favourable balance has disappeared, and the balance 
has gone against us; in other words, we have spent more 
than we have earned. How has this come about? Be- 
cause for several years since the war, in the desire to 
improve the standard of living of our people, we have 
gone further than we can afford in expenditure on social 
and other services, and, now that a bad time for trade 
has come upon us, the consequences of our so doing have 
struck us with greater severity than any one anticipated. 

We have actually been spending £360,000,000 a year 
on social services as against about {60,000,000 a year 
before the war, or six times as much, although, of course, 
we were greatly impoverished by the war. No nation 
so impoverished could possibly stand that vast increase 
in expenditure. 

Now it will easily be understood from what I have 
already said, that there is only one possible cure for this 
state of things, and that is to economize and spend less. 

Extra taxation, though it is undoubtedly necessary 
for a time to meet this emergency, will not help the 
position except so far as balancing our own internal 
budget is concerned. Even so it must do harm to our 
foreign trade and reduce the amount which we can earn 
by our exports, because, by withdrawing money from 
industry, taxation reduces employment and makes it 
more difficult for us to compete with foreign 
manufacturers. 

Working-men are most foolishly told by the Trade 
Union leaders that all our difficulties can be met without 
any serious cutting down of expenditure, by two 
expedients, (1) mobilizing our foreign investments, and 
(2) placing a special income tax on income from 
investments. 

I have already explained how those foreign invest- 
ments arose and the part which they play in preserving 
our “ balance of trade,’’ without which we can no longer 
live as a nation upon anything like the same standard 
of life. To realize them now is quite impossible, for 
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hardly any of our foreign debtors are in a position to 
pay us back, but, even were it possible, it would simply 
add to our difficulties, if we went on spending their 
proceeds as income. 

Again, this can be made clear by comparing the 
finances of the nation with those of each individual. 
For years a working-man has been living within his 
income, that is, he has been earning a bit more than he 
has spent, and he has laid by something for a rainy day— 
old age, illness, or some misfortune. Then from no 
fault of his he has to face a reduction of his regular wages 
or earnings. Would it be prudent of him to go on 
spending just the same as he was spending before and to 
use up as income the money he has laid up for a rainy 
day? How long would it last, and where would he be 
when that money, at the end of a few weeks, is 
exhausted? It is exactly the same with the nation. 
The proceeds of those foreign securities would very soon 
be exhausted, our position would get worse and worse 
every year, because the adverse balance of trade would 
increase against us, and when they were exhausted we 
should have a very heavy adverse trade balance which 
we should have no means of meeting and we should 
become bankrupt, with the result that there would be no 
money to pay for our food and a large proportion of our 
people would literally starve. 

The second proposal of the Trade Union leaders is to 
meet the deficit by a special tax upon income from 
investments. 

Let me deal with this proposal from two points of 
view, of which the first may seem to them of less import- 
ance than the second. Still, even they must have some 
regard to what is right and fair in taxation. These 
investments represent in the main the savings of our 
people. The income out of which they were saved has 
already paid income tax, and, where this applied, super- 
tax also. The income derived from these investments 
now pays ordinary income tax and super-tax, so that 
both capital and income have in turn paid their full 
contribution, nay even more than their full contribution, 
to the State. What possible right or justice can there 
be in singling that income out for a further special tax 
which nobody else will pay? 
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It would be just as right and fair to pick out some 
particular trade and say that because the people engaged 
in it have been fairly prosperous they shall pay an 
extra income tax which will not be charged upon any 
one else. 

It is already being said, by way of criticism of the 
new Budget that it imposes sacrifices on the poorer 
classes relatively greater than those imposed upon the 
rich and well-to-do. That argument completely ignores 
the fact that for several years past the poorer classes 
have been gradually relieved of nearly all direct taxation, 
and, with the exception of sugar, which is as cheap or 
cheaper than it has ever been, their taxation is confined 
to beer and tobacco, which are luxuries, not necessities. 
This relief has, of course, been afforded by increases of 
the burdens imposed upon the well-to-do, in income 
tax, sur-tax and death duties. Not only so, but they have 
borne the great increase (from {60,000,000 to £360,000,000) 
in the expenditure on social services for the benefit, 
almost exclusively, of the poorer classes, with the result 
that they are already paying a very large proportion 
of their incomes—in many cases from one-third to one- 
half and even more—in taxation. In apportioning, 
therefore, the extra burden now necessary on the principle 
of equality of sacrifice, there would be no justice in 
ignoring the enormous share of the burdens which has 
already been imposed upon the wealthier classes. This 
point is one which is conveniently overlooked by the 
labour critics of the new Budget. 

But this first point of view is by no means the worst 
aspect of it. What will be the effect of such a tax upon 
the nation as a whole? Remember that if there is to be 
any sense of fairness left, it is not only upon the well- 
to-do that such a tax will fall. All building societies, 
insurance companies and other concerns in which the 
savings of the people as a whole are invested, hold 
large amounts of the securities in which their funds are 
invested. The first effect, therefore, will be greatly 
to reduce their income and the benefits which they are 
able to give to their customers. 

But that is by no means all. The immediate effect 
of such a tax will be greatly to depress the value of all 
such investments, and to put a great number of people, 
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who already hardly know where to turn to meet their 
liabilities, into the greatest possible difficulties. The 
result of this in turn must be that they will have to 
discharge their employees by the 100,000 and most of 
those will have no means of support except the dole, 
and so, with a further large increase in unemployment, 
things will go round in a vicious circle and we shall be 
worse off than we are even now. 

Moreover, nobody will invest any money in any 
investment on which such a special tax is imposed, and 
the consequence will be that there will be no capital 
available for any new or growing industry and that 
again will lead to still more unemployment. 

This proposal would therefore work cruel injustice to 
a great number of people, and at the same time add 
vastly to unemployment and make the whole position 
even worse than it is at present. 

More futile proposals to meet the present emergency 
than those put forward by the Trade Union leaders 
can hardly be imagined. There is only one possible 
remedy, and that is great public economy and a large 
reduction of expenditure. That must hit us all pretty 
hard for a time, but it is the only way, and if we are 
all ready to bear our fair share of the necessary sacrifices 
and to work hard together for a common purpose, it will 
lead us back to prosperity. 


Finance and the International 
Market 


By Henry Clay 


OR a century before the war, London was the 
Freee of international finance. Its services fell 
under two main heads: the provision of credit to 
make possible the movement of goods, and the direction 
of new capital to the points, especially in new countries, 
at which it could be used most profitably. 
Credit is needed to move goods, because the producer 
in most cases cannot wait until his goods reach their 
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final market before he is paid for them; he has usually 
incurred expenses in producing the goods, with the aid 
of his local bank or other credit agency, which he must 
cover before the goods leave their country of origin. The 
immense volume, the geographical range, and the stretch 
of time that the world’s commerce covers involve corre- 
spondingly large funds to finance goods during their 
movement; these funds, so far as international (as 
distinct from internal) trade was concerned, were 
assembled and managed in London. Other countries 
with a surplus of liquid capital over their own needs, 
like France, deposited their surplus in London to be used 
with London’s own surplus; countries with a deficiency 
drew on London; and the other money markets of im- 
portance in international trade—Amsterdam, New York, 
etc.—all had their representatives or associates in London. 

The other function, the direction of the export of 
capital, grew naturally out of the financing of commerce, 
and was of almost equal importance. Certain countries 
have normally a balance in their favour after all imports 
and exports and other international obligations have been 
taken into account; this balance they lend to other 
countries as capital. England and France were the 
chief countries normally exporting capital. Other 
countries, especially new countries with large territories 
and natural resources to develop, are borrowers. The 
rate of their development is controlled largely by the 
facilities for obtaining the necessary capital open to them. 
In time their development will have reached a point at 
which they need no more outside assistance, and the 
flow of exported capital will be diverted to other territories 
capable of development. London was the centre of this 
business also. 

On the smooth working of this system both the growth 
of international commerce and the development of the 
world’s unexploited areas depended. The basis of 
London’s supremacy in it was Britain’s international 
economic position. Since she was the greatest creditor 
nation and the greatest exporter, there was always a 
demand for bills on London to pay for exports and to 
remit interest payments. Britain’s foreign trade was not 
only much larger than that of any other country, but was 
carried on with more countries on a substantial scale. 
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At the same time, Britain’s credit balance on her trans- 
actions with the rest of the world was very large, so that 
she could easily remit large sums abroad; and her capital 
accumulations in excess of the requirements of the home 
market were large, so that she had large funds to dispose 
of. Trade and financial relations with other countries 
were stable. There were no great divergences of costs 
between competing countries; trade was based on an 
economic division of labour; countries were generally 
balanced in their relations with the rest of the: world, 
borrowing without difficulty if their needs justified it, 
lending readily if they had a favourable balance. There 
were grave weaknesses in the system, such as the un- 
economic borrowing for armaments of Russia; but on 
the whole the essential condition of economic advance 
—balance—was maintained so finely that a slight move- 
ment of bank-rate in one or two important centres was 
sufficient to correct any temporary divergence from 
equilibrium in the international accounts. 

To-day all this is changed. British trade no longer 
provides the basis it did for the concentration of inter- 
national monetary business on London. Now Britain’s 
creditor position has been weakened by the sale during 
the war of overseas investments and the incurring of a 
large war debt to the United States ; and her export trade 
has languished under the handicap of a level of costs 
higher than that of any competing nation. For the same 
reasons, her surplus for re-investment abroad has 
diminished, although the desire to invest abroad has been 
stimulated by the unprofitable working and depressed 
prospects of industry at home. 

Yet no other centre has taken the place of London. 
France has a large favourable balance on international 
account and a large surplus of savings to invest abroad; 
but Paris has never developed the machinery of an inter- 
national money market, and neither French law nor 
French habit encourages the export of capital in long-term 
loans. France continues, therefore, to lend her surplus 
funds on short-term to London for London to handle. 
The other great country with a favourable balance is 
the United States, which, as a result of the war, has taken 
a position alongside Britain as a creditor country and 
an exporter. But neither has the United States developed 
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the machinery, or acquired the experience, which London 
possesses. For four or five years New York exported 
capital on long-term in amounts equal to or exceeding 
London’s loans; then, quite suddenly, when the borrowing 
countries had come to rely on it, the flow outwards 
ceased, because America wanted all its funds for specula- 
tion on the Stock Exchange, and even attracted movable 
funds from Europe by the offer of high rates of interest. 
Again, therefore, the burden of maintaining continuity in 
the international distribution of capital was thrown on 
London. And London, as we saw, had no longer the 
resources of her own to sustain this double burden of 
maintaining short-term financial facilities for commerce 
and long-term finance for development. 

The symptoms of this unbalanced state of relations 
were the constant tendency for the foreign exchanges to 
move against sterling, and the persistent drain of gold to 
Paris and New York. The exchanges moved against 
sterling, because England was continuously importing 
more and lending abroad more than the combined value 
of her exports and other foreign claims would finance. 
Since she returned to the gold standard in 1925, it 
has been necessary almost continuously to maintain a 
relatively high bank-rate to attract foreign funds to eke 
out the inadequacy of her own resources and to prevent 
such a loss of gold reserves as would precipitate a crisis. 
Paris and America accumulate gold, not because they 
want it, but because their debtors cannot meet their 
obligations completely in goods, and because they will 
not—in the existing circumstances of industry and the 
world—tre-lend the excess of their credits over imports. 

The changed position of other countries, especially 
Germany, aggravates the difficulties of the situation. 
Germany always drew on London for the financing of her 
foreign trade; but she was, before the war, a creditor 
on balance in relation with the rest of the world. Since 
the war two influences have combined to weaken her 
position. Inflation, by reducing the value of money 
savings in banks and elsewhere to nothing and by 
diverting all new saving into fixed equipment, destroyed 
her supplies of liquid capital; while the burden of repara- 
tions both put a strain on her resources for making 
external payments and hampered the accumulation of 
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fresh liquid capital. The result was that she was able to 
pay reparations annuities and other foreign debt charges 
only on balance by fresh borrowing each year; and that 
she came to depend very largely on short-term credits 
from other countries for the working capital necessary 
to carry on her industries. Her long-term borrowings 
were mainly from America; her short-term borrowings 
from America and England, but more from England. 

Austria and Hungary, Poland and the new States of 
South-Eastern Europe are all in a similar position. 
And the multiplication of tariff frontiers, the raising of 
tariffs, and other political interferences prevent the free 
movement of goods, labour and capital that in the nine- 
teenth century would have tended to restore equilibrium. 

The international situation described is very different 
from that in which London did its work before the war. 
Fundamentally it is unbalanced, in the sense that no 
country’s relations with the rest of the world are such 
that they can be relied on to persist with slight adiust- 
ments from time to time and without working up to a 
crisis. England could not hope indefinitely to continue 
buying and lending in excess of her sales and receipts 
on account of interest and capital repayments. America 
could not indefinitely maintain a large export trade, 
while excluding by higher and higher protection the only 
goods with which her customers could pay for her 
exports, and refusing to re-lend the balance due to her. 
Germany could not indefinitely pay reparations out of 
fresh borrowings, and finance her industries with other 
countries’ liquid capital. 

The underlying instability of the international position 
was revealed when a strain was put upon it in May last. 
The world fall in prices had increased the difficulties of 
all debtor states; the world depression in industry had 
undermined the strength of firms that had appeared most 
stable. On May g the chief commercial bank in Austria 
suspended payment, as a result apparently mainly of 
mistakes in ordinary banking practice. The failure 
undermined confidence, and, in spite of prompt support 
given by the Bank for International Settlements and the 
Bank of England, a steady drain of funds from Austria 
began. The efforts to relieve Austria, by inducing her 
creditors to refrain from withdrawing their loans, put 


INTERNATIONAL MARKET 33 


some of these creditors under the necessity of drawing for 
current purposes on other debtors. Then the strain was 
transmitted to Germany and Hungary, both, as we have 
seen, countries in a very vulnerable condition. It 
happened that Germany had reached a point at which 
the collection and remission of the reparations annuity 
under the Young Plan had, owing to the depressed 
condition of industry, become impossible. Thus public 
and private claims combined to impose a strain, which— 
for the time being at any rate—her banking system was 
unable to meet. One great bank announced that it would 
be unable to meet its demand liabilities; a day later, 
the other banks were relieved from the necessity of doing 
so by the declaration of a partial moratorium. The drain 
of funds from Germany that had begun a month before, 
proceeded at a rate that made it doubtful whether 
Germany would not be forced back on to a paper standard. 
This danger was averted by the action of the other Central 
Banks coming to the assistance of the Reichsbank with a 
loan, and by the action of President Hoover in proposing 
that the current year’s reparations payments (and also 
all other inter-Governmental debt payments) be suspended 
for a year. 

Thus Germany has been enabled to stave off a collapse 
of her credit system, by the help of other monetary 
centres and by drastic measures to prevent the sending 
of German capital abroad. But the underlying weaknesses 
of her position remain. Moreover, the strain to which 
Germany had been subjected was transmitted to England. 
The English banks and acceptance houses with credits 
outstanding in Germany could not call these credits in 
without precipitating a collapse, in which they them- 
selves might be involved; and in fact they agreed to 
continue the credits that Germany was using when the 
moratorium was declared. But London had itself to 
meet claims upon it, made by overseas creditors who were 
unable to withdraw funds from Germany or Austria. 
As London is the chief depository and user of liquid funds, 
it is inevitably affected by any weakening of confidence 
that leads the owners of these funds to desire to recover 
them. And countries with payments to make will often 
make them by withdrawing or transferring money 
standing to their credit in London. Thus the drain of 
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gold from Germany was succeeded by a drain of gold 
from England, of similar dimensions, which did not 
cease until the Central Banks of the two countries in 
which gold had become concentrated, France and 
America, undertook to extend large credits to the Bank 
of England, if they should be required. 

In the state of disequilibrium in international economic 
relations revealed by the events of the summer of 1931, the 
credit machine has been forced to undertake tasks for 
which it was not intended and is not suited—to provide 
short-term credits, not for the movement of goods 
which automatically liquidate the credits occasioned by 
them, but to finance the normal working of German 
industry; to provide capital on long-term, not for the 
purpose of developing new resources, which would then 
provide the means to pay the interest charges and 
ultimately to refund the advance, but to finance repara- 
tions payments and inter-allied debts, which bear no 
economic fruit. Even before the Austrian bank failure, 
the position was one of extreme, if not obvious, instability, 
in which a breakdown was only prevented by the skill 
and promptitude with which on the whole the persons 
in control of the chief money markets used their very 
defective instruments of control. 

The most skilful manipulation of credit, however, 
while it may postpone a breakdown and give time for 
industry to adjust itself to changed conditions, cannot 
by itself restore the condition of balance that existed 
before 1914. Then each country’s sales and services to 
others were normally sufficient to offset the sales and 
services of others to it, capital was exported to the 
countries that could make the most effective use of it, 
and the distribution of the world’s economic activity over 
the different industries was such that exchange between 
them could go on smoothly to their mutual advantage ; 
a condition, the restoration of which is necessary before 
the resumption of wealth increase in the world as a whole 
can be expected. Only a drastic re-direction of industry 
and commerce, coupled with the writing down of debts 
which there is no hope of discharging, can restore a stable 
equilibrium. Such a task the pre-war world never had 
to face. 

LONDON. AUG. 6. 
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The T.U.C. and Bankers 


By W. A. Appleton, C.B.E. 


INCE the war banks and bankers have been subject 
Sic persistent attacks; some perhaps justifiable, 

others definitely traceable to ill-will and error. 
The attacks have not been made upon any particular 
bank or banker. They are rather of that general type 
which the ill-ordered mind, masculine or feminine, 
launches against anything which mystifies, or appears to 
obstruct, or to disregard. Such an attack depends upon 
volubility and repetition for success, rather than upon 
ascertained bases of fact. 

For a long time these attacks have smouldered and 
flickered, but during the last few weeks they have flared 
up. The manifesto of the Council of the T.U.C., and the 
address of its chairman at Bristol, aided by speeches of 
other members or associates of the T.U.C., have placed 
banks and bankers in a lurid, if not altogether pleasant, 
light. In the manifesto and speeches there has been 
abundant invective but little actual fact or argument. 
Vacuity and virulence usually indicate a bad case, a 
bad temper, or a desire to distract attention from someone 
else’s error. 

The T.U.C. attack upon banks is suggestive of all 
three failings and intentions. Its condemnation of banks 
is so general that it can be held to include all banks; 
banks of deposit, banks of issue, national banks and inter- 
national banks. The advantage of this method lies in 
the fact that it offers no particular point for counter- 
attack ; its disadvantage that it conveys no conviction 
except to fools. 

The gravamen of the charges, as far as this may be 
disinterred from the mass of assertion and invective, 
appears to lie in the contention that the banks have 
restricted credits and enforced a return to the gold 
standard. By doing this it is alleged they have precipi- 
tated and protracted industrial depression and unemploy- 
ment. Which bank or group of banks may be held respon- 
sible is not stated, and we are left to wonder whether it is 
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the dear old lady of Threadneedle Street or the personality 
who presides in New York, or whether their French, 
Italian and German prototypes are equally to blame. 

That the bankers have brutally restricted credits is a 
widely encouraged belief; but that this belief has any 
reasonable justification is very much open to doubt. 
My own complaint, developed like the complaint of many 
others, years after the event, is not that the British 
bankers unduly restricted credit, but that in the early 
post-war days, and in spite of their training, they suc- 
cumbed to that wave of sentimental idealism which 
engulfed most of us; and, in response to private demands 
and the pressure of governments, gave credits which 
industrial inability to expand, subsequently froze. In 
this way, while retaining their desire, they may have 
reduced their power to make later issues, but this 
inability would hardly justify a charge of arbitrary 
restriction. 

Their issues of credit cannot always have resulted 
in happy experiences or profitable returns. Yet they 
have, perhaps unknown to the T.U.C., continued their 
credit operations on a very considerable scale. One 
year’s transactions, though not necessarily a complete 
record, illustrates this point. Paragraph 386 of the 
Macmillan Report points out that in 1928 London issue- 
houses subscribed, in new capital issues, and to 300 
companies, 117 million pounds. By May 31 this year 
the market value of this capital, as far as could be 
ascertained, was 66 million pounds; a loss of nearly 
47 per cent. Seventy of these companies had been 
wound up and thirty-six more had no ascertainable value. 

The platform demand for continuous and unrestricted 
credits indicates a very imperfect apprehension of the 
function and powers of banks. Others of greater know- 
ledge and experience than myself must undertake the 
general explanation of these. I can only visualize the 
simpler conditions and responsibilities. I know, however, 
that bankers have little money of their own ; their supplies 
are drawn from depositors who may pay over the counter 
anything from a pound to a million. The pounds are 
legion, the millions uncommon. But whether the deposits 
are in pounds or millions, the depositors, whether rich or 
poor, whether trading companies or operating as trade 
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unions, demand three things: safety, interest, and avail- 
ability. 

To all, but especially to the small investor, safety 
and availability are imperative. The accumulation by 
saving of the first fifty pounds, as I know from experience, 
involves years of effort and abstinence. The incentive 
is not so much to earn interest, as to provide some little 
protection against those rainy days that afflict even the 
sunniest life; and the incentive fails if doubts are thrown 
upon the bankers’ probity or carefulness. Those only 
who have lived amongst the proud and industrious poor 
of Great Britain can realize what the failure of a bank 
means to the small investors. 

It has become the practice of the Council of the 
T.U.C. and its political associates to assume that all 
investors are wealthy plutocrats, whose plucking is 
morally and economically justifiable. They deliberately 
shut their eyes to the existence of millions of financially 
small folk, whose capital never exceeds a hundred pounds, 
and whose dividends seldom exceed five. 

In front of me, as I write, there lies a heap of returns 
from companies and corporations, and the first I take 
up, one of the wealthier ones, shows total shareholders 
4,127. Of these, 2,434 draw dividends under £30 per 
year, and 1,693, £30 and over. The next shows share- 
holders 1,478; drawing dividends of £30 or less, 815. 

A glance at the other returns suggests that the first 
two are not exceptional, and when I have gone through 
the whole batch I shall certainly find that many of these 
small investors draw dividends of less than {10 per year. 
In some cases these poor folk hold shares in concerns 
which already have lost dividend-earning power. That 
a number may draw dividends from more than one 
company is true, but that does not disturb the fact that 
even these may be below £30. 

The loss of capital or interest involves these people 
in despair, and reduces the purchasing power of the 
finest type of British worker. This, I know, does not 
trouble those who support the agitation against the 
bankers. They are more concerned with the spending 
power of those who do not work than with that of those 
who do work ; forgetting in their blind partizanship that 
the spending power of the former depends upon the thrift 
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of the latter. The banker cannot afford to ignore these 
small investors, or to risk the loss of their confidence. 
He must remember, and quite independently of moral 
considerations, and thinking only of success in his busi- 
ness, he must convey, as far as this is humanly possible, 
the assurance both of safety and availability. 

Many will be inclined to say that the Council of the 
T.U.C. must already know these things. They ought to. 
Some may know; indeed, it seems incomprehensible that 
what is known to the man in the street should be hidden 
from those who aspire to sit in the seats of the mighty, 
and to acquire control of the affairs of a nation whose 
existence depends, at least in part, upon this knowledge. 
Why, then, do they talk so wildly about banks and bank- 
ing? There are at least two reasons. The first is chagrin, 
the second, desire to obscure their own industrial and 
economic failures. 

The Labour Party went into office on a basis of care- 
less and ill-digested promises. Amongst these promises 
was one of consultation with the Council of the T.U.C. 
By some sections this promise of consultation was inter- 
preted to mean something very like subordination. They 
expected, not only to be enthusiastically welcomed at 
Nos. ro and 11, Downing Street, but to be put in posses- 
sion of Cabinet secrets and to dictate Cabinet policy. 
Complaisant uptoa point—a dangerous point—the Cabinet 
was at last compelled to remember that constitutionally 
it represented the whole of the people of Great Britain, 
and not merely the clients of a peculiarly appointed 
junta. This act of remembrance hurt an exaggerated 
self-esteem, and led to utterances which have been 
more ardent than discreet. 

This body, the T.U.C., being hurt in its tenderest 
part, its self-esteem, beyond the great desire to hit 
somebody, seemed to have but two objective ideas: one 
open, the other veiled. The Council was openly out to 
mobilize foreign securities and inferentially desired to 
depart from the gold standard. The demand for mobiliza- 
tion was an absurd one. It was overlooked that they 
had already been mobilized for war purposes and depre- 
ciated; and, that the countries holding any existing 
balances, being in similar case to ourselves, could not 
easily assist in the mobilization; while anything in the 
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nature of a forced sale would have meant appalling loss. 
The flamboyancy of the idea appealed to the T.U.C., 
while that of its impracticability apparently eluded 
them. The bankers who resisted the proposal knew from 
long experience that they could not, apart from interim 
redemption and the payment of commissions, pawn the 
same shirt twice. 

It has been freely contended that the return to the 
gold standard was the cause of all our troubles. This 
contention overlooks the fact that trouble existed before 
the return. Later advocates of returns to inflated curren- 
cies or credits have been careful to say that only moderate 
inflation was intended. Here at once we run upon an 
interesting snag, for there might be a million definitions 
of the term moderate, and before one was commonly 
accepted, irreparable damage might be done. The 
experience of other countries suggests that moderation 
in this connection is not an easy matter. Once the game 
is started the bottom of the hill and disaster are always a 
probability. 

Much is made of the bankers’ supposedly evil activities 
in this matter of gold restoration. It is urged that they 
made mistakes. Possibly a great mistake was made when 
we incarcerated Napoleon in St. Helena, but it would 
be distinctly unprofitable to waste time discussing the 
matter. The same applies to this question of the untime- 
liness or the manner of the restoration of thegoldstandard. 
Far better to remember that it is a fact accomplished, 
and to keep in our minds a noticeable pronouncement 
of Mr. Pethick Lawrence; he, while agreeing that the 
restoration of the gold standard has not worked as satis- 
factorily as was anticipated, was emphatic in declaring 
that any attempt to upset it would be calamitous. 

The denunciators of the banks when discussing 
problems and causes of unemployment make no reference 
to the continued impoverishment of China by revolution 
and by civil war; or the effect upon trade of the political 
antagonism of the revolutionary section of India; an 
antagonism which T.U.C. utterances and actions have 
done much to foster. One might put many problems 
of this kind before those who are declaiming so loudly. 
Indeed, they might, with perfect propriety, be asked 
whether the bankers were to blame because they did not 
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foresee that the T.U.C., with the complacency of the 
obtuse, would engineer a general strike, and by so doing 
place barbed wire in the way, both of bankers and 
industrialists. 

Bankers, being human, make mistakes, but they could 
make no greater mistake than that of accepting and 
implementing the financial policies of the Council of the 
T.U.C. They must resist any attempt to hustle them into 
squandering the resources they control, and insist upon 
maintaining for their holdings, and those of their clients, 
safety and availability. 





Balancing the Budget 


XCEPT during the period of the European War it 
E: probably without precedence that any Chancellor 
should have been faced with the task of meeting a 
deficit of £170 millions. Yet this was the stupendous 
task with which Mr. Snowden had to cope when he met 
the House of Commons as Chancellor of the Exchequer 
in the National Government on September 10. Six 
months earlier he had solemnly warned the House and 
the country that drastic economies all round would be 
needed were we to survive the serious trade depression 
from which the world in general and ourselves in par- 
ticular were suffering. But while every financier and 
economist throughout the whole kingdom had long realized 
this important but unpalatable fact, no steps were taken 
by the Government to alter it. Then with the rising of 
Parliament came the issue of the May Report on National 
Economy and with it the full realization that, if we were 
to restore our credit and preserve the stability of our 
currency we must pay for our annual requirements out of 
annual income, instead of complacently showing a deficit 
on our budget and even adding to our financial unsound- 
ness by making huge loans to funds that were never 
likely to be in a position to repay them. 
Such, then, was the position with which Mr. Snowden 
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had to deal when Parliament was urgently summoned 
to reassemble in the early part of September. In the 
budget presented by Mr. Snowden last spring it was 
estimated that our revenue for the current year would be 
£803:°5 millions, and our ordinary expenditure {751-3 
millions, to which would have to be added £52-0 millions 
for sinking fund, thus leaving an insignificant and nominal 
surplus. So serious has been the decline in trade since 
then that in almost every item of revenue there has been 
a substantial falling off, and the following tables will show 
the deficits disclosed by the revised estimates, not only 
for the current year, but—of still more serious import— 
for the year to come. 


(A) Estimate for 1931-32. 
£ millions. 
Estimated fall in yield of Inland Revenue... 2. 25°0 
me fall in yield of Customs and Excise a. woo 
Net loss due to suspension of War Debt and repara- 
tions payments and receipts under the Hoover 








Plan - “a + wa on - so BEBO 
Cessation of borrowing for Unemployment Fund .. 25°0 
Cessation of borrowing for the Road Fund .. 22 90 
Supplementary Estimates ws - as -- 08 

TOTAL ans re sa -- £74°8 
Less Estimated Surplus doa Pa co OF 
ToTAL ESTIMATED DEFICIT Ks -- £974°7 


(B) Estimates for 1932-33. 


£ millions. £ millions. 
Deficit due to disappearance of certain 
non-recurring items of revenue : 
Transfer from Dollar Exchange Account 23-0 





Acceleration of Income Tax... ss %30°0 
Transfer from Rating Relief Suspense 
Account .. on os nie -. 4°0 
37°09 
Estimated fall in yield of revenue : £ millions. 
Inland Revenue .. va ba «2 35°0 
Customs and Excise oa ‘ «2 4°90 


Miscellaneous wa - iy os oe 


46-0 
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£ millions. £ millions. 
Certificated increase in expenditure in 
1932-33 Over 1931-32, including increase 
in cost of transitional unemployment 





benefit ; wa Za xa i re 17°0 
Cessation of borrowing for : £ millions. 
Unemployment Fund _.. ‘i .. 60-0 
Road Fund - “s - ~s 10°0 
eocamaee 70°0 
ToTaL ESTIMATED DEFICIT .. ee £170-0 


The inclusion in the budget of the likely deficit on the 
Unemployment Insurance Fund (hitherto met by borrow- 
ing) needs no justification. It was, indeed, our failure 
to do so in past years that correctly inspired the belief 
both at home and abroad that the budget of the year did 
not present a true picture of the nation’s current revenue 
and expenditure. 

How, then, is it proposed to meet these enormous 
deficits of {74-7 millions this year, and {170-0 millions 
in 1932-33? In the first place, by additional taxation, 
as shown in the following table :— 


1931-32. 1932-33. 
£ millions. £ millions. 
Increase in Beer Duty a mi ao rs 10-0 














Tobacco Duty 2°I 4°0 

Petrol Duty z 3°9 7°5 
Entertainments Tax I-0 2°5 

Total Increase in Indirect Taxation .. I1°5 24-0 
Increase in Income Tax... a .. 25°0 51°5 
Surtax .. ee is rer 4°0 6-0 

Total increase in Direct Taxation «» 29°0 57°5 
Total increase in Taxation a ~» 40°5 81-5 








Details of the increases are appended. 


CUSTOMS AND EXCISE 
(1) The duty on beer would be raised from {£5 3s. 6d. 
to £6 14s. 6d. per 36 gallons, 1,055° gravity. 
(2) The full duty on raw unstripped tobacco would be 
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increased from 8s. rod. to gs. 6d. per lb., with propor- 
tionate increases on manufactured tobacco. 

(3) The petrol duty would be raised from 6d. to 8d. 
per gallon. 

(4) The entertainment duties would be scaled up. 


DIRECT TAXES 


Income Tax.—The standard rate of income tax would 
be raised from 4s. 6d. to 5s. in the £ for the year 1931-32; 
and there would be the following changes in allowances 
in respect of which relief is given from the standard rate 
of tax :— 

(a) The allowance in respect of earned income 
would be increased from one-sixth of the income 
with a maximum of {250 to one-fifth with a maxi- 
mum of £300. 

(b) The personal allowance for individuals, other 
than married persons, would be reduced from {£130 
to £100. 

(c) The personal allowance for married persons 
would be reduced from {£225 to £150. 

(d) The allowances in respect of children would 
be reduced from {60 to £50 for the first child and 
from £50 to £40 for each subsequent child. 

(ce) The housekeeper allowance would be reduced 
to £50. 

(f) The deduction of tax authorized by the 
Finance Act, 1930 (i.e. five-ninths of the standard 
rate of the first £250 of taxable income) would be 
altered to a deduction of tax at half the standard 
rate on an amount of income not exceeding £175. 

(g) To prevent the increased rate from hamper- 
ing industry, greater allowances for depreciation 
are to be permitted. 


Sur-tax.—The amount of sur-tax payable under 
Section 6 of the Finance Act, 1931, would be increased by 
IO per cent. 

In the second place the budget has been balanced by 
an extensive series of economies, details of which are 
given in a memorandum issued as a White Paper (Cmd. 
3952), which will be seen in the following table :— 
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Economies 
Full year. 
Reduction of Salaries of Ministers, Members of 
Parliament, Judges, Civil Servants, and £ 
Members of Defence Services .. 4,534,000 
Defence Services (other than reductions of pay 
and pensions) .. + ¥ a .. 5,000,000 
Education .. ie a és ae .. 10,300,000 
University Grants .. a ‘s - ai 150,000 
Health Services - ie awa ir .. 1,250,000 
Police da ‘iu we ea es jhe 500,000 
Agriculture .. i es ee od as 655,000 
Forestry , id si 478,000 
Empire Marketing Board . ss 7 fe 250,000 
Colonial Dev elopment F und - ‘a - 250,000 
Unemployment Grants... a iva x 500,000 
Unemployment Insurance : 
(a) Reduction of expenditure .. a .. 25,800,000 
(b) Increase of contributions .. a .. 10,000,000 
Road Fund .. os <3 es = .. 7,865,000 
Miscellaneous fa by io me .. 2,500,000 
ToTAL ESTIMATED SAVING .. ss . » £70,032,000 


Most of these items come into force on October 1, and 
the following brief explanatory notes may help towards 
their greater simplification. 

(1) Ministerial salaries below £2,000 p.a. are to be reduced 
by ro per cent.; from £2,000 to £5,000 p.a., by 15 per cent.; 
and those of £5, oo and over by 20 per cent. M.P.s salaries are 
to be reduced by Io per cent. 

(2) Salaries of Judges and Officers of the Crown Services: 
below £2,000 p.a., cuts according to the May Committee’s report ; 
£2,000 to £5,000, by 10 per cent.; £5,000 and over, by 20 per 
cent. 

(3) Civil Service: the 5 per cent. drop due on September 1 
according to the sliding scale of the cost-of-living bonus to 
stand (this follows a drop of ro per cent. in March last). 

(4) Defence Services: review of preferential bonus of 
2s. to 4s. a week paid in the Royal Dockyards and Ordnance 
factories since 1924. Application of 1925 rates of pay to all 
personnel. Revision of pay and smubanel: officers in accordance 
with cost-of-living index, i.e. 11 per cent. on October 1 (this, 
of course, does not apply to War Disability Pensions). 

(5) Education: Teachers’ salaries to undergo a 15 per cent. 
cut. Abolition of 50 per cent. minimum limit of grant for 
elementary education. The brake to be applied to the growth 
of educational expenditure. 

(6) National Health Insurance: reduction of panel fees 
from gs. to 8s. per head, and a reduction of one-ninth in remunera- 
tion to insurance chemists. 
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(7) Police: graduated reductions in pay for a year beginning 
from 5s. a week for constables earning from 70s. to 95s. a week 
and allowances, pending discussions as to revision of scale. 

(8) Agriculture: reductions of provisions for 1932, by 
£580,000 for England and Wales and £75,000 for Scotland 
(largely on drainage grants and national mark expenditure). 

(9) Unemployment Insurance: reduction of benefits by 10 
per cent. except for dependent children. Increase of weekly 
contributions for men to rod. a week each for employers, em- 
ployed and the Government, with corresponding increases for 
women. Limitation of benefits other than transitional pay- 
ments to 26 weeks in a benefit year, a needs test for transitional 
payments after insurance benefits have expired. No borrowings 
beyond the statutory limit already authorized. The fund to be 
balanced in future by exchequer grants out of ordinary revenue. 

NoTte.—On September 21 Mr. MacDonald announced that the 
reduction in the pay of Teachers, Police and the Defence Services 
would not exceed Io per cent. 


These economies, after the passing of the Economy 
Bill, are to be effected by Orders in Council, to be made 
within one month of the passage of the bill. 

As shown in the table, these economies are expected 
to yield £70 millions in a full year, while during the current 
year they will yield {22-0 millions. In addition, the 
Chancellor has decided to reduce provision for debt 
amortization to the amount required for the statutory 
sinking funds attached to specific loans. This will permit 
of a saving this year of £13-7 millions, and next year of 
£20-0 millions. It will be appreciated that part of this 
saving arises from the suspension of our war debt pay- 
ments, of which the amortization portions have hitherto 
been charged against the sinking fund. 

Mr. Snowden’s final estimate can be summarized as 
follows :— 





1931-32. 1932-33. 

£ millions. { millions. 
Original deficit .. “4 $4 es 74°6 170-0 

Proceeds of new taxation : 

(a) Direct as és mF os 29:0 57°5 
(b) Indirect - me - +s II‘5 24°0 
Economies . . - - i“ - 22°0 70°0 
Reduction in Sinking Fund provision .. 13°7 20-0 
Total of new taxation, plus economies 76:2 I7I°5 


FINAL SURPLUS a is sa 1‘6 I*5 
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This completes the initial step towards the restoration 
of our credit. In the field of national finance, we have 
given proof of our determination to present an honest 
balance sheet and to pay our way. These are the figures 
which show how we propose to do it. 


The British Crisis—A French View 


By a Paris Correspondent 


"Tcon French money market has been affected 
considerably by the British crisis. In July last, 
when the closing of the German banks embarrassed 

the London market and caused uncertainty as to the 

position of sterling, the French banks hastened to 
repatriate the deposits they held with British banks. 

This operation brought about a marked appreciation of 

the franc, and sterling in Paris declined to about Frs. 123, 

as compared with its parity of Frs. 124-21. The extent 

of the repatriation of French funds was indicated by the 
increase of the gold stock of the Bank of France. On 

July 3, it amounted to 56,229 millions, while on August 7 

it stood at 58,557 millions, thus increasing, in the course 

of five weeks, by over 2,300 millions. 

What was the motive of French banks in withdrawing 
their funds? As we said already, they were afraid of the 
possible repercussions of the German banking crisis upon 
the London market and upon sterling. The British 
banks had large claims against Germany, and the sudden 
immobilization of these assets had rendered their position 
more vulnerable. This gave rise immediately to fears 
in Paris as to the solvency of certain banking houses 
closely associated with German finance. To avoid all 
unpleasant surprise, the French banks—amongst them 
the largest banks—hastened to withdraw their deposits 
from London. 

The German crisis was not, however, the only motive 
that induced French banks to act in that sense. They 
were also unfavourably influenced by the publication of 
the Macmillan Report and the May Report in close 
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succession. The former revealed that the short-term 
liabilities of London exceeded £400 millions on March 31 
last. The latter announced that, unless urgent measures 
were taken, the deficit of the next budget would exceed 
{120 millions. We have to emphasize that it was the 
publication of the May report that produced the worse 
impression of the two. This report clearly indicated the 
deplorable consequences of the social policy pursued by 
Great Britain, especially in the matter of unemployment. 
The figures quoted as to the burden on the Treasury 
represented by unemployment relief astounded 
everybody. 

It must be emphasized that France has always 
refused to grant relief to her unemployed in such a way 
as to encourage the unemployed not to seek work. At 
present, the French unemployed receive Is. 2d. per day, 
plus 6d. for his wife or his children under 16, 7d. for 
unemployed children over 16, and 4d. for unemployed 
parents. In no case can an unemployed family receive 
more than 3s. per day. A comparison of these figures 
with the amounts paid to British unemployed indicates 
the difference in their treatment. In France, the unem- 
ployed man is unable to live on the relief he receives 
he has to find work at all cost, and has to accept, if 
necessary, a reduction in wages. In Great Britain, he 
need not look for work, as he can exist on his unemploy - 
ment benefit. 

The French authorities have always refused to 
grant higher benefits, as they hold the view that too 
generous relief tends to increase unemployment, by 
maintaining wages at a high level. In a period of crisis, 
a reduction of wages is inevitable, so as to enable 
industries to lower their costs and to continue to produce. 
For the last few months, wages in France have had, 
in fact, a declining tendency, although unemployment 
is comparatively moderate. The same would be the 
case in Great Britain, but for the fact that the 
unemployment relief policy hinders the decline of wages. 

This is the opinion held in French banking circles, 
which are convinced that the excessive level of wages is 
the fundamental cause of the evil of which Great Britain 
is suffering. This high level is responsible for the high 
cost of production, which again makes it very difficult 
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to find markets for British manufactures. Foreign trade 
is thus paralysed. The economic depression results in an 
increase of unemployment, and becomes the cause of the 
budgetary deficit. To remedy the evil, it is, therefore, 
necessary that Great Britain should tackle with deter- 
mination the problem of wages. French banking circles 
have, of course, abstained from expressing this opinion 
openly. In the course of the recent negotiations conducted 
in Paris, which resulted in the conclusion of a credit of £40 
millions to the British Government, no mention was made 
at any time of the social, economic and financial policy 
of Great Britain. The conversations confined themselves 
to the terms of the transaction; rates of interest, amount, 
and maturity. This is the reason why the two parties 
quickly came to an agreement. 

We understand on good authority that French 
banking circles deliberately abstained from raising any 
questions touching the policy of the British Government 
for a definite reason. They knew that their remarks, 
even though justified and given with perfectly good 
intentions, would have been misinterpreted in Great 
Britain. They were aware that a deplorable spirit reigns 
in certain sections of British public opinion. There 
has been a great deal of talk about the “ pressure of the 
City upon the Government,” and of the “ mixing of 
finance with politics.”” The Socialist Opposition would 
not have failed to make use of the French observations, 
and to represent them as an intolerable intervention of 
French finance in British affairs. It is regretted in 
French banking circles that such a spirit is prevailing 
in England. The view held is that the accusations 
directed against the British banks—which are always 
regarded abroad as the models of sound banking—have 
not contributed to the prestige of the country, especially 
as such attacks were entirely unjustified. 

The French banks experienced the same kind of 
attacks in 1924 and 1925. They were also accused of 
dictating terms to the French Government, although 
they confined themselves to recommending to the 
Government measures which, in their opinion, were 
necessary to remedy the financial disorder that prevailed 
then in France. In presenting their advice, they were 
not prompted by any consideration of interest; they 
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merely endeavoured to prevent the Government from 
making new mistakes. These attacks are not heard 
to-day, for it is now realized that the French banks 
rendered a great service to the State in 1926 and 1927, 
in advocating the issue of financial reconstruction loans. 
Possibly one day the service rendered by the British 
banks will also be duly realized. It is hardly necessary 
to say that in France the allegations of the adversaries 
of the new Government are received with disbelief. It 
is realized that the interest of banks is too interwoven 
with the general interests of the country to make it 
likely that the bankers would not do their utmost to check 
the progress of the evil. 

It is necessary to recognize, however, that the attacks 
directed against the City are causing a certain amount 
of harm to British credit. The French banks sincerely 
desire to assist Great Britain in overcoming the present 
crisis. They know too well the importance of the rdle 
played by Great Britain in the world to desire a monetary 
and financial collapse of that country. This has been 
shown by their spontaneous response when they were 
called upon to advance to Great Britain, first £25 millions 
and then £40 millions. It is obvious, however, that they 
would not be prepared to repeat this gesture if they 
have the impression that the sound traditions which 
have ruled in England up to now may be abandoned. 
Foreign countries see Great Britain through the inter- 
mediary of the City. It is the latter with which they 
are in contact, and it is through the City that they 
judge the credit of the Kingdom. Any attack onthe 
prestige of the City is therefore an attack on the credit of 
the whole country. 

For this reason, the sincere friends of Great Britain 
on the Continent very much regret the attacks on London 
banks. They regret them, not merely because they are 
unjustified, but also because they tend to divert the 
attention of the public from the essence of the debate. 
It is not the banks who have caused the present crisis, 
but the wasteful financial policy pursued during the 
last few years, which resulted in an excessively high 
price level in British industries. 

This is the crux of the problem. British opinion 
should be assured that this is duly realized abroad, in 
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spite of the impressions created by a rather demagogic 
opposition. As we said above, the matter was not 
mentioned in the course of the recent negotiations, and 
there will be no mention of it made in the course of any 
subsequent negotiations that may possibly be opened. 

But should the discussion of the question in Great 
Britain abandon the purely technical sphere upon which 
the Government placed it, in order to embark upon 
doctrinaire controversies, it is probable that the reception 
by French banking circles will become colder and more 
reserved. In looking for its cause, French finance would 
possibly be accused of sinister motives. This would be 
wrong, for those responsible for such a change in French 
opinion would be those who, instead of proceeding on the 
way of economies—the way pursued by France in 1926— 
were trying to find illusory remedies. 


The Situation in Switzerland 
By a Correspondent 


at present, it is best to begin by recalling the situation 

as it was at the beginning of this year. Since the 
second half of 1930, Switzerland has experienced a 
gradual slowing down of her industrial activities. Before 
that, it was only agriculture that was unfavourable. 
The banking situation remained strong, however, and 
the balance sheet of the Swiss National Bank at the 
end of 1930 showed a note circulation of 1,062 million 
francs and a cover of 1,057 millions, or nearly 100 per 
cent. Since then, the decline of industrial activity has 
become accentuated. For the first eight months of the 
current year, the trade balance (excluding gold move- 
ments) shows a deficit of 549 million francs against 
502 millions in 1930; imports amounted to 1,476 millions 
against 1,700 millions last year, while exports declined 
from 1,190 millions to 926 millions. In particular, for 


I: order to judge the general situation in Switzerland 
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some time, the visible balance of trade between Switzer- 
land and Germany has been becoming more and more 
unfavourable to Switzerland. The deficit of Swiss- 
German trade, which was 96 per cent. in 1929 and 151 per 
cent. in 1930, amounted to 234 million francs for the first 
seven months of the current year, equal to a deficit of 
180 per cent. This means a breach in equilibrium. 
The heavy exports by the aid of which Germany seeks 
to improve her position are directed in the first place 
to countries adjacent to Germany. This explains why 
Switzerland has to suffer particularly, at the same time 
when, owing to the internal crisis in Germany, her 
exports to that country are tending to decline. Should 
this tendency become accentuated it is possible—regret- 
table as it would be—that the countries directly affected 
would feel compelled to take defensive measures. In 
every year, with the exception of 1916, the Swiss trade 
balance had a deficit, but the balance of payments, 
supported by invisible exports (tourist expenditure, 
yield of foreign investments, insurance, etc.) has always 
showed a substantial surplus. 

The slowing down of commercial and _ industrial 
activity, in Switzerland as elsewhere, has released sub- 
stantial funds. Industrial loans have been repaid, with- 
out any appeal for new capital having to be launched. 
Together with the heavy inflow of deposits from abroad, 
this has resulted in a decline of interest rates to new 
low records. The private discount rate declined below 
I per cent. in March, 1931, while the official rediscount 
rate was reduced to 2 per cent. on January 22, 1931. 
This plethora of money was accompanied, at the beginning 
of 1931, by a flood of new loan issues, until it was checked 
at the beginning of July by the German crisis. The 
date of July 13, 1931, will not be easily forgotten in 
Switzerland. Public issues of loans in Switzerland, which 
amounted to about 550 million francs during the first 
quarter of 1931, and to 489 millions for the second quarter, 
dropped to 60 millions in July and August. The corre- 
sponding figures for conversion issues for those periods 
are 420, 240, and 45 millions respectively. 

The declaration of the Hoover moratorium was soon 
followed by the issue of decrees in Germany, and these 
were bound to affect public confidence. Switzerland has 
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suffered, just like other countries, whether debtors or 
creditors. The Bourse, which has been for some time 
anything but favourable, was strongly affected, and 
public opinion, stirred up by the Basle discussions of the 
Expert Committee in August, has begun to show signs 
of uneasiness as to the persistent fall of security and 
commodity prices, and the considerable losses which 
have been caused by the decline. The Swiss banks, 
whose international relations are of long standing, were 
bound to be subject to some extent to the repercussions 
of these events which coincided in Switzerland with a 
few local bank failures. These deplorable incidents were 
exploited by political parties, as is sometimes the case 
in every country. 

As always happens during crises, the idea of establish- 
ing an official inspection of banks in Switzerland has 
been raised in certain circles. This is a very interesting 
suggestion, especially from a theoretical point of view, 
and should be examined impartially. In none of the 
countries where this system operates could it prove its 
justification. It is sufficient to quote the example of the 
Scandinavian countries, the United States, etc. 

This question has recently been the subject of an 
important declaration by M. Musy, the distinguished 
head of the Federal Department of Finance, on the 
occasion of the Swiss Bankers’ Convention held at 
Lausanne on September 12, 1931. M. Musy pointed 
out that the inspection of banks did not prevent failures 
in countries where the system is in operation. If, in 
order to assure the prosperity of a bank, it were sufficient 
to submit it to inspection, it would be easy to solve the 
problem. But even if there is inspection, the essential 
condition of the prosperity of a bank rests with its able 
and careful management; it is thus neither necessary 
nor desirable, either for the State or for the bank, to 
place banking under any official supervision whatever. 
To do so would necessitate the creation of a complicated 
and expensive apparatus; at the same time, it would 
load the State with a formidable responsibility which it 
should not assume. The intervention of official inspectors 
would rightly or wrongly disquiet the clients of banks, 
which naturally attach a great importance to the right 
to secrecy to which they are entitled. The withdrawal 
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of their deposits would damage national interests. A 
compulsory supervision by an institute of trustees would 
not be desirable, as it would mean the duplication of the 
work of inspection. M. Musy proposes a more practical 
solution for the reinforcement of the supervision of banks 
by a modification of the existing company law. The 
National Bank would be entrusted with the task of 
supervision, which it could carry out without any incon- 
venience, either to itself or to the banks. The latter 
would have to submit to the National Bank a monthly 
balance sheet which could be published; every quarter, 
the banks would submit to the National Bank a detailed 
balance sheet, to be elaborated in agreement between 
the interested parties and the National Bank. This 
statement would contain all information required as to the 
liquidity of the banks, their foreign commitments, etc. 
The composition of the bill portfolio of banks would have 
to be given in detail. Each bank would have to indicate 
the exact amount of its bills eligible for rediscount with 
the National Bank, and the amount of its securities 
acceptable by the National Bank as collateral for loans. 
The holdings of foreign securities would also have to be 
specified. 

The Swiss central institution would thus acquire 
full information as to the liquidity of the banks of the 
country. The detailed balance sheets would supply the 
National Bank with all information required for the 
management of its banking policy, in accordance with the 
general interest of the country. The National Bank, 
which enjoys the absolute confidence of the Swiss people 
as well as of foreign interests—including the Bank for 
International Settlements, on whose board it is repre- 
sented—will always be entitled in future, as in the past, 
to take exceptional measures against any bank which does 
not deserve its confidence. 

In spite of the deficit of the Swiss trade balance, 
Switzerland has always been, and remains, a substantial 
creditor nation. This was the case before the war. 
Indeed, the Swiss banking system, consisting of over 300 
independent banks, is a perennial source of income in the 
Swiss balance of payments, and also contributes to the 
Exchequer substantial receipts which have had a large 
share in the consolidation of public finances. To give 
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only one example, the receipts from this source exceeded 
50 million francs in 1929, excluding Federal stamp duty. 
It may be said safely that the Swiss banking system has 
acquired, thanks to the superiority of its management and 
to the geographical situation of the country, an important 
position in the national economic system. The firmness 
of the Swiss franc, the confidence inspired by the calm 
political and social atmosphere, the soundness of national 
finances—as well as of the finances of Cantons and munici- 
palities—have attracted to Switzerland considerable 
foreign deposits, and have strengthened international 
relations. The prudence with which these funds are 
managed—there are, of course, exceptions in every 
country—is proverbial. This policy manifests itself at 
present in the high degree of liquidity of most Swiss banks, 
and in the extremely strong position of the Swiss National 
Bank, whose note circulation, in spite of its rise to a 
record figure of 1,299 millions, is covered to the extent of 
105 per cent. by gold alone and of 142 per cent. by gold 
and gold exchange (gold exchange consists exclusively in 
U.S.A. dollars and French francs). In spite of the gravity 
of the present international situation, the Swiss banking 
system can face the future with an enviable calm. 


The Dutch View of the Crisis 


By an Amsterdam Correspondent 


LTHOUGH early in September the return on Dutch 
A prime bankers’ acceptances and Treasury bills was 
only ;%; per cent., whereas the return on sterling 
bills was over 4 per cent., it was noticeable that Dutch 
bankers displayed a reluctance to lodge funds in London 
or in sterling bills. This reluctance was_ especially 
marked, as in addition to the low return on Dutch bills, 
only } per cent. was obtainable on call money, while 
balances at the Netherlands Bank, on which no interest 
was payable, had expanded to Fl. 150,000,000, or to ten 
times their normal size. 
There were several reasons for this reluctance. In the 
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first place there were many who, under prevailing cir- 
cumstances, did not wish to run the risk of having 
property in foreign money. What would have been 
accepted formerly without any misgivings is now con- 
sidered to be a risk, confirmed by recent experience with 
regard to investments in foreign countries. In fact, there 
is a very sound reason for the recent weakness of various 
currencies, and for the excessive gold movements of the 
past few years. In former years a small pressure on the 
price-level due to an increase of the rates of interest of 
the central bank was sufficient to reduce imports and 
increase exports. Under the high import duties now in 
force in most countries, however, this is quite out of the 
question. If two countries should put an import duty of 
25 per cent. on the same article, say sugar, then the 
price of this article in the importing country is bound to 
fall in the proportion of 125 to 80 if the import is to turn 
to export, though, in the other country, the price may 
have been maintained at 100. Under these circumstances 
gold is the sole article that can bring about a speedy 
correction of the trade balance, as so far no duties have 
been introduced on gold. 

As, consequently, it is no longer so easy to correct 
the trade balance, credit has been left as the only means 
of restoring equilibrium. Unfortunately, in the present 
crisis, nothing has been more shaken than confidence, 
and many artificial means have had to be applied where, 
in other times, the money automatically flowed to the 
highest market. 

Prior to the suspension of the gold standard in Great 
Britain, it was noticeable that forward Dutch florins 
stood at a high premium against sterling. This premium 
partly arose from the wide margin between Dutch and 
British interest rates, already alluded to, but an important 
contributory cause was the lack of confidence in Great 
Britain’s ability to maintain the gold standard, fears 
which have since proved justified. 

It goes without saying that it is not the standing of 
a certain bank that counts in the matter. The true 
reason for the reserve is that the German moratorium— 
unavoidable as it had become at the time it was 
announced—was a heavy blow to international banking, 
a blow which will be felt for many years to come. This 
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faced bankers with the position that they ought not to 
accept more deposits under the laws of their own country 
for the purpose of granting credits against them in other 
countries where the laws can be changed any moment. 
It is no wonder that London, the world’s banker, has 
experienced the drawbacks of this difficulty very badly : 
the markets which have borrowed in London want to 
keep their money, and London creditors wanted to get 
their money back. 

In the face of the chaos which threatened to ensue as 
a natural consequence of the occurrences in other parts 
of the world, the National Government was suddenly 
formed in England. This development undoubtedly 
had a great effect in Holland. Some people here say 
that the fact that there are politicians who are willing 
to sacrifice the immediate interest of their party and 
their personal ambitions for the benefit of their country 
and the future of the people, proves that England is one 
of the few countries which are already ripe for the 
parliamentary system. Pessimists, however, complain 
that it has become apparent, especially during the last 
few months, that politicians can only be induced to take 
measures, which are against their personal interests, when 
it is too late. If these pessimists are right, it may be 
well to remember that not all members of the Labour 
Government have yet understood that such personal 
sacrifices were necessary. 

It will take many months for England to master her 
present difficulties, connected with debtors who request 
to extend their loans, and creditors who ask for immediate 
repayment. This has been aggravated by the sharp rise 
in the purchasing power of money, due to the fact that 
many people want to exchange goods for money, as a 
result of recent heavy blows to confidence in prices. 
This rise in the value of money has so far only been 
expressed in wholesale prices, and not at all in wages, and, 
consequently, only to a limited extent in retail prices, 
and not at all in the budgets of governments and 
municipalities. A quick and complete solution is not to 
be expected with this state of disturbed equilibrium. 

On the one hand those prices and costs which have 
lagged behind the rise in the value of money will have 
to adapt themselves to the actual situation ; on the other 
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hand, provided widespread currency depreciation can be 
avoided, the money-factor can be relied upon to do its 
share of the work automatically, for, if confidence returns, 
the value of money will fall again. One important fact 
that will facilitate such a development is, that on balance 
England is a creditor nation, and that the rise of the 
value of money is worse for the countries which have to 
settle their debts abroad than for those who have claims 
upon other countries. 


Sterling—A Summary of Foreign 
Views 


HE attitude of Socialist politicians, denying the 
very existence of a wave of distrust abroad previous 
to the publication of the May report, caused con- 
siderable surprise in foreign countries. Those who have 
followed the foreign Press, and who have been in contact 
with political and banking circles abroad, had realized 
long before the present crisis that foreign confidence in 
sterling has been on the decline for some time past. The 
temporary embarrassment caused by the German crisis, 
and the publicity given to the May report, may have 
accentuated the wave of distrust to some extent, but it 
existed previous to the events of July 1931. Ever since 
the Socialist victory at the General Election of 1929, 
foreign banks have viewed sterling with a growing 
suspicion, although they were aware that Mr. Snowden 
himself was sound and orthodox, they doubted if he would 
be able to check the tendency towards increasing social 
expenditure at the cost of budgetary stability. 

Apart from budgetary considerations, public opinion 
and financial interests abroad distrusted the Socialist 
administration also from the point of viewof the effect of its 
policy upon the competitive capacity ot British industries. 
It has been stated over and over again during the last 
twelve months in the leading Continental and American 
newspapers that of all countries Great Britain will be 
the last to adjust the level of her wages to the declining 
level of world prices, owing to the power of tiades unions 
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and to the abuse of the dole which, if not actually 
encouraged, was certainly not discouraged by the Labour 
Government. It was widely realized abroad that the 
inelasticity of our wage-level would lead to a permanent 
deterioration of our trade balance, which again would 
affect sterling adversely. At the same time it was an- 
ticipated that the unfriendly attitude of the ruling Party 
towards capital and enterprise would result in a steady 
emigration of capital, which would tend to accentuate 
the adverse trend of sterling. Their fears were borne out 
by the fact that, ever since the Labour Government 
assumed office, sterling has been most of the time in the 
close vicinity of gold export point. If our net loss of 
gold during the 2} years of Socialist rule was com- 
paratively moderate, it was due to heavy imports through 
special transactions, such as the Australian and South 
American shipments, which were carried out in spite of 
the weakness of sterling, and without which the Bank of 
England’s gold reserve would have declined well below 
the {100 million mark. 

It is thus not at all surprising that the weakness of 
sterling has come to be regarded abroad as an inevitable 
consequence of a Socialist administration. What is 
surprising is that Socialist politicians disbelieved the 
genuineness of this distrust against them in foreign 
centres. Had they taken the trouble to follow the 
foreign Press during the twelve months or so that 
preceded the crisis they would have realized how wide- 
spread this distrust was. The fact that, on several 
occasions since 1929, the mere talk of the possibility of a 
change of Government brought about a temporary 
recovery of sterling, duly indicates the feelings prevailing 
in foreign banking circles. 

In such circumstances the statements made by 
adherents of the late Government that the wave of 
distrust against sterling was artificially engineered by 
international bankers sounded most unconvincing in 
foreign centres. A number of leading Continental and 
American newspapers pointed out that there was no need 
for artificially fostering any distrust. Possibly the 
figures of the May report may have attracted attention 
to our deficit among the general public abroad, but as 
far as foreign banks were concerned they were aware of 
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our unfavourable budgetary position well before the 
publication of that report. The fact that the Bank of 
England lost over £30 millions of gold during the fortnight 
previous to the publication of the May report shows that 
the distrust existed already in the minds of foreign 
banks. 

The allegations about an international conspiracy of 
bankers to overthrow the Socialist Government or to 
obtain a reduction of unemployment relief were dismissed 
without much comment in the foreign Press. It is, indeed, 
too fantastic to imagine that any American or French 
banker would take any steps to influence domestic 
politics in Great Britain, and that they would withdraw 
any balances from London merely in order to weaken the 
position of the Socialist Government. Naturally enough, 
the bankers who were approached for credits by the 
Treasury wanted to obtain assurances that the funda- 
mental evils that were causing the pressure on sterling 
should be remedied; the fact that the first credit of 
£50 millions was exhausted in a few weeks fully justi- 
fied their attitude. As a leading American banker 
pointed out, had the Socialist Government found it too 
easy to raise credit after credit abroad, it would have 
taken the line of the least resistance and would have 
continued to bolster up sterling with the aid of such 
credits instead of choosing the thorny path of economy 
and new taxation. The fact that the change of Govern- 
ment came too late to save the gold standard does not 
affect this point of view. 

The criticism directed against the banks for having 
committed themselves too much in Germany and Central 
Europe is not confined to Great Britain. The same 
critical attitude has been noticeable in sections of the 
American, Swiss and Dutch Press. To judge by the 
attacks of our Socialists, one would imagine that our 
banks are the principal creditors of Germany. This is, 
however, by no means the case. Annex V of the report 
of the Basle Committee contains instructive figures in 
this respect. Although its statistical material is not 
complete it is certainly representative, and there is no 
reason to suppose that the complete figures would show 
a material difference as far as the proportion of the 
participations of various countries in Germany’s short- 
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term indebtedness is concerned. About the middle of 
July the share of American banks in the external short- 
term debts of twenty-eight German banks was 37:1 per 
cent., while that of Great Britain was 23-9 per cent. only. 
Switzerland is third with 13-2 per cent., and Holland 
fourth with 7-6 per cent. Considering that the total 
banking resources of both Switzerland and Holland are 
incomparably smaller than those of Great Britain, it is 
safe to state that, comparatively speaking, the banks of 
those two countries committed themselves to a greater 
extent in Germany than did British banks. Those who 
criticize British banks for having failed to foresee the 
German calamity should bear in mind that Dutch and 
Swiss banks, who are in a much better position to follow 
the German situation than British banks, were also 
unable to discover the danger signals until it was too 
late. It is, of course, easy to be wise after the event, and 
banks in Holland and Switzerland are now being subjected 
to the same kind of criticism as British banks. The 
difference is that both in Holland and Switzerland 
responsible politicians and Press organs have refrained 
from attacking their banks in a way calculated to inspire 
distrust. They duly realized that in the present con- 
ditions such attacks might produce fatal results, and are, 
therefore, moderate and guarded in their criticism. On 
the other hand, the foreign Press freely quoted the 
onslaughts of our politicians upon our banks, and, as a 
result, the impression is gaining ground abroad that 
British banks have acted in a particularly careless way. 
The campaign which was meant for home consumption 
has gone a long way towards discrediting the London 
banking community abroad, and is largely responsible for 
the persistence of the withdrawal of foreign funds even 
after the balancing of the Budget. 

To give only one example, the remarks made by 
Mr. Lees Smith that our banks have been borrowing 
short-term and re-lending long-term have been quoted 
widely in the Continental Press. Apart from the fact 
that such remarks are highly dangerous, they are entirely 
unfounded and are calculated to give an entirely erroneous 
impression as to the policy pursued by our banks and as 
to their present position. It is entirely incorrect to say 
that any of our banks have disregarded the elementary 
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rules of sound banking in re-lending long-term any funds 
which have been borrowed short-term. Our banks have 
been as careful as ever in adjusting the maturities of their 
claims to those of their liabilities. As there have been 
very few foreign bond issues during the last two years, 
our financial houses are most unlikely to be carrying 
undigested foreign loans to any noteworthy extent. It 
is true that in some cases advances were granted to 
foreign Governments, in anticipation of the issue of 
loans, for a period varying between one year and 
eighteen months. But the total amount of these 
advances is a mere insignificant fraction of London’s 
banking resources, and they are well spread over a large 
number of banks. Apart from such exceptions, the rule 
that a banker should not lend beyond three months— 
or, in the case of certain types of credits, six months— 
has been observed as strictly as ever by British banks. 
It is thus technically as well as substantially incorrect to 
suggest that they have re-lent long-term what they have 
borrowed short-term. 

The origin of this unfortunate error was probably the 
misinterpretation of the figures of the Macmillan report 
as to London’s short-term credits and liabilities. It is 
true that our foreign short-term liabilities are well in 
excess of our short-term claims against foreign countries, 
but this does not mean that any British bank has re-lent 
long-term the short-term deposits it received from abroad. 
As, owing to the competition of foreign centres and to 
higher interest rates in London during the last two years, 
they were unable to re-lend the whole amount abroad on 
a safe basis, they re-lent the surplus in the form of 
domestic short-term loans. These loans are, generally 
speaking, more liquid than the major part of their 
foreign commitments, and our banks have experienced 
no difficulty in repaying any foreign deposits withdrawn. 
This fact disposes of the allegations that our banks have 
immobilized themselves by lending long-term. Unfor- 
tunately, these allegations were taken at their face value 
in many quarters abroad, and have caused incalculable 
harm. 

Thus the Socialist politicians are guilty of the very 
offence of which they are accusing bankers. For political 
purposes, they have conducted a propaganda against 
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banks which has contributed to aggravate the situation, 
and has been largely responsible for the withdrawals of 
foreign funds during the last few weeks. It would be 
well if politicians of all parties were to realize that in 
these days it is impossible to talk for ‘“ home con- 
sumption.” A few hours after a statement is made, it is 
broadcast from foreign stations to millions of listeners, 
and it is reproduced in the Press of the most remote 
countries at the same time as in the English Press. 
While in normal conditions statements of political 
flavour would be received with scepticism, in these 
critical days everybody is inclined to believe the worst, 
and accusations, however unfounded, are readily ab- 
sorbed. The policy of our banks in the past is certainly 
not above criticism, but those who feel they have to 
exercise criticism should bear in mind that any exaggera- 
tion on their part is likely to produce a profound effect 
abroad, and to aggravate the already serious position of 
sterling. 





The Bank for International 
Settlements 


HE latest return of the Bank for International 

| Settlements shows that there was a further slight 

decline in the balance sheet total during the month 

of August. This, however, is not altogether surprising 

when we consider that the bank only accepts deposits 

either from Central Banks or from Governments through 
their respective Central Banks. 

As regards Government accounts, it will be remem- 
bered that under the Young Plan the Bank for Inter- 
national Settlements was established as the clearing 
centre for Reparation payments. It was not given any 
official duties in connection with any of the debt settle- 
ments between the United States and its debtors, but it 
naturally became the centre in which the Creditor Powers 
accumulated the funds needed to meet their payments 
to the United States. Moreover, the fact that Reparation 
payments were made by monthly instalments on the 
15th of each month and that the Creditor Powers had 
only to meet their debt service twice a year, meant that, 
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in the normal course of events, there would have been a 
regular cycle entailing a steady accumulation of funds 
with the B.I.S. during the six months preceding the 
payments to America on June 15 and December 15. 
Thus, the funds held for Government Accounts, shown 
in the balance sheet as “‘ Central Banks for the account 
of others,’’ would normally have reached their peaks in 
the May 30 and November 30 returns, and have been 
at their lowest on June 30 and December 30. The 
sharp fall in this item from 840 million Swiss francs to 
404 million Swiss francs, between May 30 and June 30 
of this year, was therefore merely an example of the 
normal working of the plan. The figure for June 30 
would then have been the low point from which there 
would have been a steady increase in preparation 
for the payment of December 15. The Hoover Plan 
has, however, interrupted this cycle. On the one hand, 
Germany has ceased to pay monthly instalments to the 
Creditor Powers; on the other, there is no longer any 
immediate need for the Creditor Powers to accumulate 
funds for their debt payments to America. There is, 
too, a thirdand very important factor, which is that all 
Governments are now having serious difficulties with their 
Budgets, and that, consequently, there is little inducement 
for them to maintain surplus funds abroad. 

From a banking point of view, therefore, it is clear 
that the Hoover Plan has to some extent reduced the 
activities of the bank. On the other hand, the B.I.S. 
acts not only as banker but also as trustee, and it will 
be evident to anyone who is familiar either with the 
Young Plan or with the London Protocol of August 11th 
that, far from suspending the duties of the bank, the 
Hoover Plan has, in fact, multiplied and complicated 
its functions. 

Then again it must not be forgotten that the very 
factors which brought about the Hoover Declaration 
have also served to consolidate the position of the bank 
as the organization in which all Central Bank co-operation 
is centred. Even during the first year of its existence 
it was able to render useful service by initiating 
discussions on special problems of Central Bank co-opera- 
tion. However, it was not until the difficulties caused 
by the failure of the Credit Anstalt in May had driven 
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the Austrian National Bank to seek outside help, that 
the B.I.S. definitely assumed the réle of organizing and 
executive centre of the Central Banks of the world. 
This was followed shortly after by the Hungarian and 
German crises, when it again fell to the B.I.S. to organize 
support. 

In August the position of the bank received further 
recognition, but this time in a welcome and more normal 
manner. The London Conference, hastily summoned in 
July to consider the German crisis and despairing of 
finding a solution for itself, decided to throw the onus 
on the bankers. It therefore called upon the B.I.S. to 
set up a committee of bankers to consider two problems, 
first, ‘‘ The immediate further credit needs of Germany,” 
and secondly, “‘ The possibilities of converting a portion 
of the short-term credits into long-term credits.” This 
committee of ten, the members of which were nominated 
by their respective Central Banks, met in August at the 
offices of the bank in Basle, was served by a secretariat 
provided by the bank, and finally submitted its report 
to its President. 

Whilst this committee was discussing the general 
aspects of the problem the bank also received a visit 
from the various groups of bankers who were engaged 
on the practical problems involved in arranging the 
“ Stillhaltung.” As is now well known, the agreement 
then arrived at formed the basis of a standard form of 
contract, which has since been signed both by the repre- 
sentatives of the German banks and by the represen- 
tatives of the foreign creditor banks. Under these 
contracts, which have themselves been formally deposited 
with the B.I.S., the bank is given yet another important 
duty to perform, in that it is responsible for setting up 
a Board of Arbitration to deal with any disputes that 
may arise in the interpretation of the contracts. 

These and other examples can be cited as showing 
that the world in general, bankers and governments 
alike, is beginning to appreciate the value of having a 
central institution of unquestioned impartiality, which 
is at once the leader and servant of the Central Banks 
of the world, and which is prepared to take upon itself 
any duty of public importance. 

On the other hand, while the events of the past few 
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months have undoubtedly increased the prestige of the 
bank, they can hardly be expected to swell its balance 
sheet. At a time when the reserves of foreign currency 
of the great majority of Central Banks are being 
drastically reduced, it is inevitable that the Bank for 
International Settlements should also be affected. 

It is true that the figure of deposits of “‘ Central Banks 
for their own account ”’ still shows only a small decline 
from the high point of June 30 but the August return 
reveals a significant turnover from Time Deposits to 
Sight, from which it is only reasonable to deduce that 
there will be further withdrawals during the current 
month. 


Banking Keviews 
English Reviews. 
HE articles on the national finances in the Septem- 
ber reviews were written before Mr. Snowden made 
his budget statement, and there is little to be gained 
at this late date by making any criticism of them. In 
view, however, of the severity of the taxation imposed in 
the budget it is interesting to note that in the September 
issues of both LLoyps BANK review and BARCLAYS 
BANK review further taxation is strongly condemned. 
The writer in BARCLAYS BANK review states that: 
“Immediately taxation becomes so heavy that it pre- 
vents the accumulation of the capital necessary to 
progressive industry, unemployment begins to increase. 
The resulting increase in unemployment causes an 
increase in expenditure and, therefore, a further increase 
in taxation. The increased taxation causes further 
unemployment, which in turn necessitates still higher 
taxation, and so the vicious cycle is complete. When 
this stage is reached the only cure is to reduce taxation.” 
This is undoubtedly true, but the budget had to be bal- 
anced, and this could not be done by economies alone, 
and therefore taxation had to be increased. All the 
same, a balanced budget, though a necessary condition 
for trade revival, can do little by itself to assist such 
revival. 
Certain aspects of the question are considered in the 
September issue of LLoyps BANK review in an able 
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article entitled ‘‘ The Problem of Over-Production,”’ 
from the pen of Mr. Harold Cox. The writer’s main 
theme is that, owing to the increasing part played by 
machinery in production, “ there is reason to fear that 
the world has reached a stage in which unemployment 
on a large scale is likely to be permanent, unless we can 
secure some drastic readjustment of population to powers 
of production.”’ Having dismissed the Socialist remedy : 
the raising of wages to increase purchasing power, and 
having examined the alternative remedy : the expansion 
of population to increase the number of consumers, the 
writer states that “it is the standard of living that 
matters, not the number of people alive. A middle-class 
family with an income of £1,000 a year provides ten times 
as good a market for the varied products of industry as 
that provided by a working-class family living on {2 a 
week.” This we are inclined to question. True, the 
middle-class family will demand a larger variety of com- 
modities, but it must be remembered that a large portion 
of the £1,000 income will be paid out in rent, rates, taxes, 
medical fees, travelling expenses, etc., which only increase 
consumption indirectly. In the future, of course, the 
standard of living of the whole population of the world 
must be raised to absorb the increased production of 
industry, but Mr. Cox does not attempt to analyse the 
factors which have caused the present depression: the 
falling off in the demand of the silver currency countries, 
tariff barriers, unequal distribution of gold, and the 
actual over-production of certain commodities for which 
the demand is inelastic. 

The ‘‘ Finance and Industry ”’ section of this same 
review contains an informative description of the manner 
in which Treasury bills are issued and subsequently 
dealt in. We are promised in the October number an 
article dealing with the factors governing their supply 
and demand, and their effect on the money market and 
the credit system of the country. 

An interesting survey of “ The State of Agriculture ’ 
in England may be found in the August number of the 
WESTMINSTER BANK review. While deploring the desper- 
ate state of the industry during the present depression, 
the writer adopts a fairly optimistic tone regarding the 
future when trade has recovered. He does not anticipate 


, 
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that British agriculture will ever become “a mass- 
production industry’”’ or “‘an industry of very small 
peasant proprietors.”” Rather, he believes that progress 
will be made along the lines of co-operation, as at present, 
but there must be ‘“‘ a determined endeavour to exploit 
modern knowledge and modern ideals still further, 
without prejudice to the possibility of obtaining external 
assistance.”’ 

In addition to the usual quarterly graphical survey 
of finance and industry, the MIDLAND BANK review for 
August-September has some informative notes on “ The 
World’s Trade in Manufactured Goods.”’ The writer 
quotes statistics of exports and imports during the years 
1924-30, for the leading nations, and is not too opti- 
mistic concerning the overseas trading position of this 
country. He points out the high degree of specialization 
of productive capacity on manufactured goods in this 
country, which gives rise to serious difficulties. 


Foreign Reviews 

The report on the economic conditions in Germany 
issued by the DEUTSCHE BANK UND DISCONTO GESELL- 
SCHAFT on August I contains some interesting comments 
on the report of the Basle Expert Committee. The 
writer reads into this report the necessity of revising 
Reparation payments, which are the main cause of the 
phenomenal growth of Germany’s debt. Otherwise, as 
the experts state, amongst other things, Germany will be 
compelled ‘‘ to increase its exports to such an extent 
in order to have a favourable trade balance that the 
economic prosperity of other countries is endangered.” 
This, in fact, is what Germany has been doing, not 
deliberately, at least, but as a result of Reparations. The 
writer comments on the fact that during July this ten- 
dency (i.e. increasing exports) was further intensified by 
the reduction of imports, imposed by the Government as 
a means of supporting the mark exchange, and an export 
surplus of RM 254 million was obtained and it seems 
likely that a similar result will be registered in August. 
There is no question of Germany dumping goods or of 
forcing exports because, according to the figures of the 
Statistical Reichsbureau, the price of finished goods for 
export fell by only 1 per cent. compared with last month. 

F 
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Owing to the diminished supplies of credit many of the 
small- and moderate-sized firms are having great difficulty 
in financing their orders, and dismissal and closing down 
notices are becoming more numerous every day. During 
the first half of August the total number of unemployed 
exceeded four million. The situation is not improved by 
the economies forced on the communes and municipali- 
ties owing to their inability to obtain credits for financing 
building and other operations. 

The review published towards the end of August by 
the BANK OF MONTREAL, Montreal, states that: “‘ The 
season has now sufficiently advanced to give reasonable 
assurance that crops in Canada will be a good average 
with the exception of wheat.” The Prairie Provinces 
have been subjected to a long drought and the yield 
will not greatly exceed one-half the normal. Industry, as 
a whole, is dull, the only exception being the woollen 
mills and boot and shoe factories, which are well employed. 

The Monthly Letter of the RoyAL BANK oF CANADA, 
Montreal, contains an article entitled ‘‘ Canada’s Census 
of Distribution.”’ Little or no information is available 
in Canada or, for that matter, in any other country, as to 
the cost of distributing manufactured goods through the 
shops and stores to the consumer. In the Canadian 
decennial census questions are included especially relating 
to this field. As it appears obvious that there is something 
very wrong with the present system of distribution of 
raw products and manufactured goods, such an enquiry 
ought to produce exceedingly interesting results. 

The writers in the reviews which come from the 
United States seem to be filled with a never-failing supply 
of optimism ; nothing can daunt them in reading favour- 
able signs in the smallest movements. We read in the 
GUARANTY SURVEY for August that: ‘‘ Although com- 
modity prices in this country have failed to maintain the 
strength reported last month, their recent behaviour 
has continued to indicate that the influences making 
for price recession have spent most of their force, for the 
time being at least.’’ It is interesting to note that there is 
increased activity in retail sales as far as physical volume 
is concerned, although measured in dollar values they 
are smaller than a year ago. 
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NGS @ENTRAL BANKS 3 Table I—cont. 
F £) St ark ie a — 
;RMANI | 5 ARGENTINA | 
138 -OLAND | CZECHO- 18] INGARY SWITZER-| gp >ax ~ 
SIA | POLAND zReHOr,| AUSTRIA |HUNGARY| ITALY | S¥Mh | SPAIN ce, RO rE 
Abr | | | Otfice | 1a Nacion 
+ SS —|————- |———_ 
| 
| gto | 12-1 6-7 2-4 7-1 49-2 | 195 | 103-2 | 108-8 96-8 
) 49192 | 13-0 6:8 3:4 7-1 61:2 | 17-1 103°4 108-9 99-0 
| 49175 | 13-9 6-9 3:4 7-1 53-3 17°7 103-4 108-9 107-2 
49157 | 14:0 71 4°9 7-1 54°6 18-6 | 103-4 | 108-9 97°9 | 
} | | | 
44 18-9 14°3 7°3 4-9 7-2 54-6 20-5 101°5 108-8 | 105°2 
64 19-0 14°4 7°3 4°9 7°3 55-4 19-1 101-5 | 109-0 96-1 
482-1 14°5 7°3 4°9 6-3 55-8 19-7 101°6 | 108-8 92-1 
T9202 15°7 7°56 4°9 5-8 56-0 21-1 101-7 | 108-8 90-0 
: 799-2 16-1 77 4°9 5-8 56-1 23-6 101-7 | 107-3 87-9 | 1:3 
: 7933-2 16°2 : hod 4°9 5-8 56-3 22-2 97-9 | 91-7 87:9 1:3 
78417 16°2 8-0 4-9 5-8 56°3 | 22-9 98-0 | 90-2 87-9 1:3 
78512 | 16-2 8-6 6-2 5-8 56-6 25-4 98-1 88-9 87:9 | 1:3 
74612 | 18-0 8-7 6:2 5-8 57°2 | 25°4 98-2 85-1 87°33 | 0-9 
10-# 51-1 13-0 9-2 6-2 5-8 57-2 | 26-7 | 98-3 84-2 85°5 | 0-3 
109 50-1 13-0 9°4 6-2 5-8 57-3 | 26°6 97-6 84°8 84°5 0-3 
$511 | 13-0 9-4 6-2 5-8 57-3 | 28-4 96-7 85-4 | 84:5 0-3 
108 51-1 13-0 9-4 6-2 5-8 57°3 | 26-0 95-8 85-5 81°5 0-3 
10-9 51-1 13-0 9-4 6-2 5-3 57°4 25°5 95-8 85-3 80°4 0-3 
10-9 53-2 13-0 9-4 6-2 4°5 57°4 25-5 96-0 85-9 77°4 0-4 
10°9 583 13-1 9°4 6-2 | 4-0 57°5 25°5 96-1 86-6 67°5 0-3 
129538 | 13-1 9-4 6-2 | 4:0 57°5 25°9 96-1 86-8 66°9 0:3 
5°79 58°7 13°3 9-4 6-2 4-0 58-1 33-4 96-3 87°3 | 64:7 
44) 54-9 13°1 9°3 6-2 3°8 58-1 47°2 90-2 84-7 | 62-3 
| prs | 13-1 | 9-3 | 6-2 | 8-8 58°1 47°1_ | 90-2 | 88-4 | ag 
e Tet or nearest the first of the month. 
old in tBanking Department. 
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ENGLAND UNITED KINGDOM UNITED STATES 
, | | ss | TRANS- 
: Net | .. (+ | mignaees Vatiror 
Influx ( Imports Exports , Sit, ri Expo! 2 . 
4 bes Efflux (--) Pp I i ot Imports | Exports OF | wt 85/- per 
‘xports (—) | Exports (—) | fine ounce 
} a £ millions # millions £ milous t rm llions $ millions $ millions | $ millions £ millions 
1928 | | | 
JANUARY .. + 3°9 4-1 2-2 + 1:9 88-3 | 62-1 —13°8 3-6 
APRIL + 2:4 2°4 “6 + 1°8 5°3 | 96-5 —91°2 | 3:5 
JULY és + 2-1 4°9 | 1-9 + 3:0 10:3 74-2 —63-9 | 3°7 
OCTOBER .. — 5:2 3°3 9-4 — 6-1 14°3 1:0 +13°3 | 3°38 
| 
1929 
JANUARY .. — +2 2-4 5-7 — 3:3 48-6 | 1-4 +47:2 3-7 
APRIL + 4:7 3°3 8 + 2°5 24°7 1-6 +23°1 3-7 
) JULY _ —14°3 4°6 20-6 —16°0 35-5 8 +34°7 | 3°38 
OCTOBER .. + 1:3 | 5-9 5:5 + °4 21-3 3°8 +17°5 3°8 
1930 
JANUARY .. + 4:0 8-6 3°3 + 5°3 12-9 8-9 + 4:0 | 3-8 
APRIL + 6°6 8°8 3-0 + 5:8 65°38 | O-1 | =+65°7 | 3°7 
JULY — 3:8 5-1 83 | — 3-2 21-9 | 42:5 | —20°6 3-9 
AUGUST .. + 2:3 5-0 4°4 + 0°6 19-7 | 39°3 —19°6 | 3:9 
SEPTEMBER — 4°6 4°2 + 0-4 -T 0] RRS + 2°6 3°38 
OCTOBER .. + 4:8 9°3 71 + 2°2 35-6 | 93 | +26°3 | 3:9 
NOVEMBER — 5-0 8°5 8-9 — 0-4 40°22 | 56-0 | +35°2 | 3°8 
DECEMBER — 8:0 8-9 16-1 — 7-2 32-8 | ~~ | +32°8 | 3-9 
. | | | | 
1931 | 
JANUARY .. — 75 | 3 |} 16-2 — 8:9 34-4 | — | +384-4 3-9 
FEBRUARY + 0°6 64 | 5-9 + 0°5 16-1 | — | +16°1 3°6 
MARCH ww | +25 | 4:7 | 3-4 + 1:3 25°7 — | +25°7 | 3-9 
APRIL... + 2-7 5°9 0-9 + 5:0 49-5 | _— | +49°5 | 3:7 
May ee + 4:7 | 4:3 0°3 4:0 50°3 | 0°6 449°7 | 3-9 
JUNB wg | + 98 | = 13°8 2-6 +11-2 63-9 — +63°9 | 3-8 
JULY .. | —81°7 | 10-0 36-8 —26°9 | 39 
AUGUST .. + 1:1 8-2 13-2 — 5:0 2-2 
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LONDON 


Discount Rates Treasury Bills | 


, > ” aa Ba: 
Bank Rave Loan Hate, | Bank Bills —— Weekly Tender Amount | Amount 
rr bi ane 3 months 3 months tate Offered | Applied for 
Per cent. Per cent Per cent. Per cent. Per cent. | £ millions £ millions Pe 
—— ——— \—— | 
d. 
3 2h 2% 3} 2 10 11-94 35 78:2 } 
3 1} 2% 34 2 5 11-07 35 59°9 
23 2% 2 23 2 2 7:99 35 58°3 
2} 1# 2h 23 119 11°95 35 42-4 
24 183 284 23 21 9-45 45 59-2 
24 13 2.7, 27 2 3 7-89 45 56-2 
25 138 2k 2? 2 211-59 36 56-9 
24 1 27, 23 2 1 11-23 40 58-4 
24 1? 1, 23 119 9-87 40 68-2 
24 153 1; 23 118 3:45 40 H 80-0 | 
2} 1} 1¢3 23 2 0 2-67 40 56-8 
24 1# 233 23 = 2 Oa 40 | 49-2 | 
3 24 5 a 3¢ 3 811-61 45 47°4 | 
4 3% 34 43 4 6 6:72 40 | 50°5 
4) 38 4h} 4% 4 5 9:5 35 49°3 
4} 323 4% 4} 4 2 10-92 35 51°6 
4} 34 4} 43 4 2 3°59 35 46°3 
4} 3343 4} 4i 4 3 1°57 40 45°5 
4} 33; 4. 43 4 2 3-01 40 49-4 
4} 4i 437 43 4 4 6:93 40 46-7 
All figures given above, except thoxd U3 
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PARIS BRUSSELS MILAN ZURICH MADRID - 
$ to£ Fr. to£ Belga to £ Lire to £ Fr. 10 £ P’tas to £ 
1 % 5 2 ie 
Paso | 12g2t 35°00 92°46 25°2275 25°2215 
| 
4-8848 124-00 34-96: 92-17 25-302 28-504 
4°8805 124-01 34°953 | 92°53 25-332 29-118 
4°8745 124-18 34°979 | 92-81 25-255 29-511 
4°8506 124-14 34°895 92-61 25-200 29-970 
| | 
4-8619 124-08 34°898 | 92-67 25-207 29-751 
4°8887 124-21 34°950 | 92-70 | 25-215 32-928 
4°8766 123-88 34-911 92-74 | 25-219 83-451 
4°9243 123-89 34°874 92-99 25-176 33-586 
4°9222 123-91 | 34-947 | 93-05 25-162 37°017 
4°8654 124-11 34°842 92-777 25-095 38-946 
4°8622 123-67 34-810 92-879 25-044 42-203 
4°8558 123°77 34°854 92-829 25-048 45-307 
4°8536 123-85 34°845 92-804 25-020 47-141 
4°8513 123-65 34-829 92-781 25-049 43-075 
4°8610 123-60 34°772 | 92-723 25-038 45-179 
| . 
| | 
4°8645 123-81 34°815 | 92-739 25-076 46-640 
4°8591 123-94 34-845 92-807 25-180 47-658 
4-8590 124-16 34-879 92-742 25-246 45°298 
4°8621 124-28 34-950 | 92-815 25-235 47-015 
4°8666 124°34 34°956 | 92°910 25 +220 48-840 
4°8775 124-23 34-940 | 92°937 25-078 50-516 
4°8729 123-82 34°818 92-865 24-994 52-018 
4°8724 123-91 34°845 2°874 24-946 55°685 a! 





anda 
1 The old parity of 25-2215 # , 
2 The old parity of 25-2215 
3 Berne until November 19. 
4 Average Oct. 1 to Oct. 
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MONEWEATES Table IV—cont. 
ad NEW YORK PARIS BERLIN AMSTERDAM 
| aes eee es = 
Market | Market Market Market 
Bank Rate Discount | Call Money Bank Rate | Discount Bank Rate Discount Bank Rate Discount 
mount Rate | | Rate Rate Rate 
lied for | | | | 
Lillions Per cent. Per cent. Per cent. Per cent. Per cent. | Percent. | Percent. Per cent. | Per cent. 
= |\— | _-_-—— aarer = * 
— | 2 1} 14 2 14 | 5 4 24 14k 
9-9 1} ly 14 2 1} 5 48 24 1H 
3-3 1} 1¢ 1# 2 1# 5 4g 2 ts li 
9-4 1k ti 1¢ 2 1it 5 48 2 195 
2-2 1} i 1k 2 | it | 5 ae 2 | 4} 
6-2 1} 4 14 2 1} 5 433 2 |; le 
8-9 1} t 14 2 1t 5t 5 2 | We 
3-4 1} i 1} 2 1} 7 7 2 + 
3.9 1} 1} 2 | 7 7 2 H 
0-0) 1 #4 14 2 1# 7 7 2 # 
6-8 1} tt 14 2 1} 7 7 2 43 
te 1} tH lt 2 14] Cl -- 2 th 
4 1} # 1} 2 14 | 10 -~ 2 3 
5 lk + 1} 2 13 | 1083 — | 2 1k 
3 14 4 14 2 144 | 15 — ‘ 143 
16 1} i 1} 2 187 11% -- 2 1 
3.3 1} #% 14 3 18? 10 — 2 as 
55 1} +8 1} 2 | 1% 10 =~ 2 # 
9-4 1} t 14 2 | 13 84 7k 2 § 
6-7 1} Hi 1k 2 18 8 7% 2 i$ 
— Bills, are averages of daily rates. 
} 
DREIGHEXCHANGES Table V—cont, 
> ont AVERAGES 
DRID AMSTERDAM BERLIN PRAGUE | WARSAW |STOCKHOLM|) BOMBAY Kops | RIO DE | BUENOS 
; JANEIRO AIRES 
is to £ Fl. to £ Rmk. to £ Kronento £| Zlotyto£ | Kr.to€£ d. per Rupee d. per Yen. d. per d. per 
, 4 Milreis. Gold Peso. a 
2215 12°107 20°43 16425 43°38 | 18159 18 2s58 | 58997 47°019 
504 12-087 20-461 | 164°49 43-505 18-138 18-09 23-10 5-918 47°83 
118 12-111 20-412 164-71 43-505 18-184 § 18:00 23°47 | 5:°923 47-81 
511 12-084 20-384 164-12 43°500 | 18:161 | 17°91 22:65 | 5-902 47-43 
970 12-096 20°364 | 163°63 | 43°313 | 18-138 18-06 22°88 | 5-918 47°34 
| | 
| | | 
751 12-091 20-402 163-83 43-313 18-138 18-06 22°55 | 5-905 47°41 
928 12-090 20-475 163-89 43-313 | 18-173 17°96 22:08 | 5:°869 47-28 
451 12-086 20-359 163-87 43-308 18-098 17°82 22-54 5-873 47°23 
586 12-098 20-397 164°42 43-418 18-141 17°87 23°58 5-860 46°82 
| 
017 12-102 | 20-387 164-56 43-398 | 18-136 17°93 | 24°25 5-525 45-04 
946 12-098 | 20-375 164°17 43-416 18-092 17°86 | 24°38 5°743 43°71 
203 12-093 20-383 164-06 43-382 18-097 17°82 | 24°39 5+368 40-50 
307 12-067 20°407 | 163-82 43°376 18-093 17°79 | 24°41 4°980 | 40°37 
141 12-061 20-412 163-78 43°375 | 18-095 17-82 | 24-52 (5-119 | 38-49 
075 12-082 20-380 163-79 43°371 18-101 17°79 | 24°50 | 4°845 | 38-65 
179 12-061 20-369 163°70 | 43-352 | 18-104 17-78 | 24°53 | 4°726 | 37-39 
640 12-066 20-419 163-91 43°312 | 18-138 17°78 | 24-48 4-461 | 34°49 
658 12-104 20-438 164-08 43-375 | 18-149 17°78 24°45 4°255 | 35-60 
208 12-110 20-406 163-94 43°375 | 18-143 17°88 24°41 3-883 38-60 
015 12-106 20-409 164-06 43°375 | 18°148 17°85 24°41 3°618 | 37°68 
840 12-103 20-433 164°12 43°37, | 18-143 17-86 24°41 3°330 | 34°91 
516 12-088 | 20-497 164-19 | 43-375 | 18-143 17°85 24.39 3°730 | 34-72 
018 12-056 20-967 164-01 43-412 | 18°145 17°81 24°40 3°579 | 33°61 
685 12-046 20-573 163-98 43°375 | 18°153 17°77 24°41 3°151 | 31°93 








anne andoned as f; ny " 
25-2215 Tom June 25, 1928. 
95-2215 W oned as from December 22, 1927. 


192. 
voag ; Batks closed during remainder of month. 
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1928 
JANUARY 
APRIL 
JULY 
OCTOBER 
1929 
JANUARY 
APRIL 
JULY .. 
OCTOBER 
1930 
JANUARY 
APRIL 
JULY 
AUGUST 
SEPTEMRPER.. 
OCTOBER 
NOVEMBER .. 
DECEMBER .. 
1931 
JANUARY 
FEBRUARY .. 
MARCH 
APRIL 
MaY.. 
JUNE 
JULY 
AUGUST 
Table VI 
} OVERSEAS TRADE 
Imports Exports Re-exports 
£ £ £ 
| millions millions | millions | 
1928 | 
JANUARY... | 100°4 59-7 10-3 
APRIL | 96°8 | 55-3 11-0 
JULY . 95-5 60-9 8-5 
OCTOBER... | 102°7 64°3 ‘9 
1929 | 
JANUARY.. | 116-1 66°9 9°8 
APRIL .. | 104-2 60-2 10-4 
JULY -- | _93°6 66°5 8-0 
OCTOBER .. 110-3 64°6 9-1 
1930 | 
JANUARY.. | 101-9 58-3 8-2 
APRIL 83-9 46-9 7°8 
JULY -- | 85-2 50-7 6-7 
AUGUST .. 79-9 42°8 6-3 
SEPTEMBER , 78-7 42°7 5-4 
OCTOBER... | 90-9 46-9 7-2 
NOVEMBER 79-4 44-1 6°38 
DECEMBER 89-6 38-5 5-2 
1931 | | 
JANUARY .. 75-6 37-6 | 6-0 
FEBRUARY 63-6 31°8 | 5:9 
MARCH 70°7 34-0 | 54 
APRIL 70-0 32°5 | 6°6 
May 69°6 83:9 | 5°7 
JUNE 68-6 | 29-4 6-0 
JULY 70-1 | 34-3 4-9 
AUGUST .. 65°3 29-1 3°8 


1 Daily averages. 


“Country” and Provincial) adjusted, for comparative purposes, by application of Board of Trade index 
* Average of four or five weekly returns. 


number of wholesale prices (1924 = 100). 
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Millions of 





BRITISH TRaAggND 


STEEL (1 


PIG-IRON (1) 
P csaoared pr | Production Production E 
Blast ; 
— Thousands of Theqeends of 
ae nininncomamialll 
148 560 626 i 
149 563 644 i 
131 538 667 
136 544 756 
| ' 
139 6©| «= 564s] S765 
152 | 611 809 
167 } 672 805 
166 | 689 890 
159 | 650 771 
151 | 620 | 696 
105 | 486 621 
104 } 417 451 
104 425 581 
96 415 512 
92 384 434 
76 350 337 
83 337 402 
81 320 486 
81 357 500 
78 323 397 
80 346 435 
76 324 429 
70 317 429 
64 276 357 


(1) Returns tule Na 


BRITISH TRADE AND INDUSTRY—cont. | 








UNEMPLOYMENT . 
of 
2 | > 3 Percent- | madinire oon 
London |Provincial Total eer age of | on Live tion | 
“Country” T tel insured | Register (Quarterly 
ota persons | 
£ £ £ unem- } 000’s 1924 = 16 
millions | millions | millions millions ployed | omitted 
10-3 5-8 16-1 19-0 10-7 | 1,204 105°7 J 
10°5 6-0 16°5 19-2 9°5 1,081 103°7 A 
10-2 5°5 15-7 18°5 11°6 | 1,259 95:4 T 
10-2 5-4 15°6 18-8 11:8 | 1,339 105°2 0 
| 
10°4 5°5 15-9 19-1 | 12:3 | 1,427 108°3 J 
10°5 5:3 15-8 19:0 | 9-9 | 1,159 111°0 A 
10°3 5-4 15-7 19-0 9-9 | 1,140 108-2 J 
10°3 5-1 15°5 18-9 10-4 | 1,218 114°8 0 
| | 
10°4 5-0 15°4 19-5 12°6 1,481 | 109°6 JI 
10°4 4°7 15-1 20-3 14°6 1,678 100-9 A 
10-0 4°3 14°3 19-9 16-7 | 1,964 » J 
9-0 4:0 13-0 18°3 17°1 2,036 90°7 A 
8-6 3°7 12-4 17°8 17°6 2,115 8) 
9-6 4:0 13°5 19-9 18°7 2,200 a 0 
9-4 4-2 13°6 20-2 19-1 | 2,274 927 & YN 
9-4 4°3 13-7 20-9 20:2 | 2,393 D 
| 
9-9 4-2 14-2 22-1 21°5 | 2,614 | J 
9-1 4:1 13-2 20-7 | 21-7 | 2,628 | ¢ 85° F 
8-9 4-1 13-0 20-4 | 21°5 | 2,625 ¥ 
9-5 3°9 13°4 21-1 20-9 2,532 A 
9-1 3-9 13-0 20-7 | 20-8 | 2,523 | > 80°5 ) 
8-5 3°7 | 12°3 19-8 21°8 | 2,629 J 
9-1 4-0 | 13-1 22-3 | 22-6 | 2,664 J 
8°38 3°8 | 12-6 21-0 22-7 | 2,732 | A 
| | 
* “ Country ” clearings at London Clearing House. * Total clearings (Londos 
C 


* Reprinted by courtesy 
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STEEL (1) & FACTURES THEREO! MACHINERY COTTON WOOL 
j Exports of Exports of Exports of | Exports of Exports of 
roduction § Imporis Exports Imports Exports Yaris Piece Goods Tops poaley wool id 
Yarns t 
ousands of Thousa Phoasands £ e Millions of | Millions of Millions Millions 
Tons fT t Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. 
626 284 332 1,345 4,805 14-9 337-4 2-8 4:0 16°9 
644 253 344 1,464 4,143 13-8 314°8 2-9 3°7 10-0 
667 219 333 1,461 4,567 11-4 338-6 2°6 4°2 18-0 
756 261 377 1,488 4,402 15-1 334-0 2-5 4-5 12:7 
765 244 421 1,627 5,078 16-9 379°3 3°1 3°6 18-6 
809 262 340 1,574 4,151 13°1 349-4 2:4 3-0 9°5 
805 237 376 1,687 5,066 15-0 355°4 2°2 5°1 17°5 
890 248 390 1,724 4,803 13-5 265°8 3°3 4-5 22°3 
771 310 352 1,514 4,456 13-2 313-2 2-7 3°74 14:1 
696 234 268 1,699 3,861 11°5 217-0 2°4 3°0 7-0 
621 199 303 1,415 4,440 11-0 197°4 2°7 3°2 10-1 
451 195 219 1,405 3,507 10-2 168-0 2-3 3-1 11-0 
581 224 200 1,214 3,061 9-1 142-7 2-1 3:1 9-6 
512 264 264 1,499 4,128 11-7 150°3 3°1 3°6 8-7 
434 210 204 1,145 3,520 11-0 130°3 2-5 3°8 8-3 
337 283 170 1,460 3,332 11°6 130-2 2°4 2°8 7°5 
402 222 167 1,181 3,280 11°3 155-6 2-4 2-4 10: 
486 t 177 144 1/137 2°673 9°3 146°3 2-3 1-9 8-6 
500 ; 210 170 1,246 2,874 10°8 136°4 2-4 2-2 6°38 
397 | 193 188 1,216 2,843 10°8 135°2 2°8 2°4 5°0 
435 ' 228 168 1,305 2,880 10°7 141°5 2-5 S73 5°2 
429 t 246 163 1,212 2,442 9-6 132-8 1-6 2°6 6-1 
429 : 23 168 1,227 2,693 11°3 177-3 2°5 3°5 6-6 
357 I 202 144 1,051 2,174 11-2 143°8 L-7 3° 7°9 
‘turns isle National Federation of Iron and Steel Manufacturers. 
” Table VIL COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY FRANCE ITALY 
’ ys —— —- Costar | SS” 
ee Wholesale 1 Wholesale Wholesale Living | Wholesale} Cost of Wholesale Cost of 
Pyeng Cost of Depart Statis- Statis Statis Living Living 
Quar rly Livirg ment of tisches tisches tique Statis 
enn Board of ‘** Eeon- Ministry Labor Reichsamt Reichs- Générale sique 
1924 = 10 Trade omist”’’ of Labour amt) Générale) 
ee July 1913/14 July (Jan.-July 
913-100 1918 Ws 194100 1013 109 19138 = 100 low 1913 100 1914 lw 1913 =109 1914 = low 
1928 
i JANUARY 141-1 135-5 166 138-0 138-7 150-8 606-7 145 
95:4 APRIL 142°9 139-5 164 139°5 139°5 150-7 623-8 145 
105°2 JULY 141-1 135-9 165 140°8 141-6 52-6 8 143 
4 OCTOBER 137°9 131-1 167 140-1 140°1 “ : 144 
08:3 1929 
111-0 JANUARY 138°3 130-3 165 139°3 138-9 153-1 630-6 145 
108-2 APRIL 138-8 129-3 161 138-7 137-1 153-6 626-7 150 
114-8 JULY 137-4 128-9 163 140-4 137-8 154-4 613-0 148 
ia OCTOBER 136-1 124-1 167 133-0 137°2 153°5 589°5 149 
6 1930 
Let JANUARY 131:0 118-5 164 133-8 122°3 151-6 563-5 565 123-0 150 
APRIL 123-7 112-3 155 129-9 126-7 147-4 48-4 572 116°6 146 
90:7 JULY 119-2 106-8 157 120-3. 125-1 =-:149-3 | 537-6) 109-0 145 
AUGUST. 117-8 104-7 157 120-3 124-7 148-8 531°7 592 109-3 144 
SEPTEMBER 115-5 100-7 156 120°6 122-8 146-9 §23-§ 108-1 143 
92:7 OCTOBER 113-0 99-6 157 118-3 120-2 145 908 2 os 104-9 143 
a & NOVEMBER 112-( 97°6 155 115-2 120-1 143°5 493°5 > 597 102°9 143 
DECEMBER 108-9 94-5 153 112°3 117-8 141°6 487°6 |J 100-1 139 
1931 
851 JANUARY ., 106-9 = 918 152 110-3 115-2 140-4 483-7 98-2 133 
FEBRUARY .. 106°2 91°6 150 108+2 114-0 =138°8 481-3 | +590 97-1 135 
Makcu na 105-9 91+ 147 106-7 113°9 | 137°7 481°7 |J 96°7 135 
80°5 APRIL, 105-7 90-0147 105-0 113-7 137-2 483-7) 95°38 135 
May Po 104-4 87°5 145 102-1 113°3 137°3 470°1 589 94-2 134 
JURE - 103°2 87°5 147 100-3 «112-3. -137°8 = 467°1 f 92-1 133 
eULE -» 102-2 86-0 145 100°3 111-7 137-4 456-3 91-5 132 
AvGUsT 99°5 85:7 145 110-2 134-9 445-6 89°38 131 
ee —_ 
Dp : : ‘ si 
4g cont indices, which are for the 1st of the month, are entered for the previous month to facilitate 
ison, 


y courtesy 2 Gold index. 
G 
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NATIONAL PROVINCIAL BANK 
GREAT WEST ROAD CORNER 
GUNNERSBURY. 


— LELON AL By INCTAL BANK 


i 


ARCHITECT F. C. R. Pacer, F.R.1.B.A 


HOLLAND & HANNEN and CUBITTS, 


LTD. 
CONTRACTORS 
HEAD OFFICE: WORKS : 
1 QUEEN ANNE’S GATE, — 258 GRAY’S INN RD., 
S.W.1 W.C.1. 
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Some New National Provincial 


Banks 
By Professor C. H. Reilly 


HOSE who escape from London along the Great 

West Road, even if they are driving at sixty miles 

an hour, must notice how fine are some of the 
factories and how paltry are most of the new houses 
which line it. Of course, it is very foolish to build 
houses at all to live in on such a road, a road which one 
can never cross in safety night or day and on which 
the traffic must produce an unceasing roar. One has 
been all the more surprised therefore when at a fork at 
Gunnersbury one has seen rising a really elegant country 
mansion quite near to the road, with curved porticoes 
and long windows which looked as if they were meant 
to lead to gently sloping lawns lined with herbaceous 
borders. One wondered whether the Ministry of Trans- 
port had made another of its mistakes and that the great 
roads which met at this point were shortly to be div erted. 
Certainly there was a triangular piece of land left over at 
the corner and two other ‘small pieces on either side of 
the building but these, if closed in with the necessary 
high garden walls—necessary at any rate to English 
eyes—would hardly be large enough for the dalliance e of 
cats, much less for the stately use by mortals of the 
pleasure grounds the mansion called for. Then after a 
while one saw that there was no intention of building 
garden walls at all and that the garden was being laid 
without them in flat terraces with broad paved walks 
leading directly to the great motor road itself. Were the 
future inhabitants then of this delightful house—a house 
anyone would be happy to live in—going to take their 
post-prandial walks in the motor- roads? Were they to 
be ethereal beings whom a motor-car might run through 
but not run over? The mystery de epened and then one 
day one saw high up on three sides of this noble house the 
words in good bronze letters on a white ground, “‘ National 
Provincial Bank.’’ That explained it, of course. One 
was not to be attracted out of those elegant porticoes 
but into them. One was not expected to parade the 
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arterial road but to arrive by it and then be tempted, 
as one certainly would be, to explore so elegant a building 
and no doubt once inside be easily persuaded by the 
manager to open an account for the mere pleasure of 
having an excuse to come there again and again. Seriously, 
however, and one has of course to be serious in THE 
BANKER, this new National Provincial Bank at Gunners- 
bury by Messrs. Palmer & Holden, the bank architects, 
is no ordinary branch bank. The architects have made a 





THE NEW BRANCH OF THE NATIONAL PROVINCIAL BANK AT 
THE GREAT WEST ROAD CORNER, GUNNERSBURY 


nobly balanced pile of building in excellent brickwork 
and with quiet refined Georgian detail which, because we 
are only accustomed to such spaciousness and elegance 
in the best pre-war domestic work, does not at first ‘sight 
suggest a bank. That it does not do so is no fault of the 
architects, or at any rate not of these particular ones. 
It is the fault rather of other architects and of other bank 
directors who have not accustomed us in the near past to 
such refinement. There is no reason why in the future 
we should not have such banks and in time learn to 
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assume, whenever we see a really beautiful building, 
that it must be a bank. We might learn to say to our- 
selves: ‘“‘ Only bank architects and bank directors when 
they are building for their bank build like that!” I 
hope such a thing may come about, and if it does the 
National Provinciz al Bank will have done more to cause 
it than anyone else, for wherever I go their modern 
branches interest me most. My only complaint about 
them is that they are a little too varied, a little too much 





ANOTHER VIEW OF THE GREAT WEST ROAD BRANCH 


like very accomplished exercises in the various architec- 
tural styles. That may seem hypercriticism, and it is 
certainly a strange result to be achieved by those who 
design nothing but banks, for the National Provincial 
is the one bank of the Great Six to employ tied official 
architects of their own who do no other work. That these 
two gentlemen produce such good results all over the 
country and in such varied manners and materials is a 
very nasty pill for the numerous opponents of official 
architecture to swallow and, as I hasten to add, for 
those who say that in a Socialist State artists would 
never do good work. 
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To return, however, to this elegant Gunnersbury 
branch. Not only does this building, standing in a free 
open site and one which must always remain open on 
three sides, take advantage of this in the general com- 
position of the major masses but does so in the minor ones 





THE BANKING HALL SHOWING THE ENTRANCE 


as well, for the curved porticoes on these three fronts 
admirably link the building to the open garden areas in 
front of them. When one has strolled up either of the 
garden paths, which I understand will soon be lined with 
flowers, one arrives at the portico on the main front 
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| A NEW TYPE 
OF ADDING MACHINE FOR BANKS 


A very fasi, robustly constructed machine. 

Lower in price. 

Compact — occupies liitle space. 

Hand or electrically operated. 

Hand model can be used on a desk. 

Listing and adding capacity up to ten million 
pounds. 

Total always visible in adding dials. 

Totals and Symbols printed in red. 

Carriages up to 20 inches wide. 

Flexible keyboard. 

Duplex model available. 

Recently installed with complete success in 

§ various departments of several important 

banking institutions. 


Burroughs 
BURROUGHS ADDING MACHINE LTD. 
CHESHAM HOUSE, 136-150 REGENT STREET, LONDON, W.1 


Telephone: Regent 7061 (Private Branch Exchange) 
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which, unlike those at the sides, is filled in with a brick 
wall behind the columns and has a couple of long 
Georgian sash windows on either side and a door with 
pleasant fanlight over it in the centre. This leads at once 
to the banking hall which is able to have, with this curved 
space available, a much larger open public area in front 
of the counter than is usual in a branch bank. It is indeed 
a fine space paved in large triangles of marble with a 
flat ceiling light in the form of a large fan over it. In 





THE PUBLIC COUNTER OF THE BANKING HALL 


front of one is the long public counter with another 
long desk behind the full width of the hall and behind 
again is a range of Georgian windows looking out on to 
trees and suggesting another garden. It must be a 
most pleasant interior both for the public who visit it 
and for those who work in it. In the wing on the left 
are the manager’s room, the waiting-room and the stairs 
down to the vaults. The wing on the right is the ground 
floor of the manager’s house, approached on the outside 
through the right-hand portico. Here he has his dining- 
room, staircase, kitchen, etc. Above this and above the 
banking hall in the central block he has a fine drawing 
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Correspondent Banks 


NEARLY a century’s accumulated ex- 
perience and conservative progress have 
qualified the Westminster Bank to offer 
its characteristic services as a London 
correspondent to foreign and colonial 
business establishments. It functions 
through a system of over a thousand of 
its own branches in England and repre- 
sentation in every banking town in the 
world, and is amply equipped (as are the 
Paris and Brussels offices of the West- 
minster Foreign Bank) for specialized 
service in credits, collections, exchange, 
and all the ramifications of modern bank- 
g. Banks or merchant houses wishing 
to establish a London connexion are 
invited to communicate with 


the Manager 


in 


WESTMINSTER BANK 


LIMITED 


Head Office: 41 Lothbury, London, E.C.2 
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room and five good bedrooms and a bathroom. The 
upper portion of the left wing has been given to the staff 
and is approached by a separate staircase. One imagines 
that there must have been great competition for the 
headship of this branch, at any rate among those who do 
not mind modern traffic, for very rarely does one find so 
good a house with so many or such well-shaped rooms at 
the man ger’'s ere il, and he is soon to have an excellent 
flower garden, if a little public, as well. One feels he 
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fH NEW BOND STREET BRANCH OF THE NATIONAL 
PROVINCIAL BANK 


will have to give an annual garden party at least to the 
bank’s clients. 
The next branch I propose to notice for a moment is 
the New Bond Street one, though here it is only one 
large window, with an inset door, for which the National i 
Provincial architects are responsible. But what a 
window ! [Everyone strolling in Bond Street, and I suppose 
some people still have time to stroll there, must have 
noticed its gilded bronze bars like a great golden cage. 
It is to-day one of the most striking things in the street 
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Guinness, Mahon & Co. 


ESTABLISHED 1835 





53 Cornhill, 17 College Green, 
LONDON, E.C. 3 DUBLIN 
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‘| Commonwealth : = Gonk of Australia 


E. C. RIDDLE, Governor. H. T. ARMITAGE, Deputy Governor. 
GUARANTEED BY THE AUSTRALIAN COMMONWEALTH GOVERNMENT. 


Head Office - - - SYDNEY 
BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA. 
BILLS negotiated and collected. CURRENT ACCOUNTS opened. DRAFTS and LETTERS 
OF CREDIT issued. DEPOSITS accepted for fixed periods. REMITTANCES cabled or 
mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers to—THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF QUEENSLAND. 
THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF TASMANIA. 
COMMONWEALTH SAVINGS BANK OF AUSTRALIA. 
Agencies are open at 3,689 Post Offices in the Commonwealth, &c. 
As at 30th June, 1931. 


General Bank Balances .. ve aa) i re AY £60,658,518 
Savings Bank Balances .. - a ova ie Pea 49,817,731 
Note Issue Department .. a os ea is ba 50,706,232 
Rural Credits Department ae ‘a re ae ica 1,694,967 
Other Items.. a a na we i i a 7,462,040 

£170,339,488 


LONDON OFFICE: 8 OLD JEWRY, E.C.2. 


Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Manager. 
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and yet very simple. The only ornament is the row of 
seven panels (seven when the doors are shut) along the 
pavement which are filled in with raised grounds in gold 
on which are low reliefs charmingly designed and 
modelled. One would like to know the name of the 
bronze worker who made them and also the significance 
of the reliefs. St. George and the Dragon and Hercules 
with the Lion are obvious enough though their connection 
with the bank is not so clear, but who is it driving in a 





\ VIEW OF THE BRANCH AT THE CORNER OF ORCHARD 
STREET AND OXFORD STREET 


chariot with baby Shetland ponies, and who are the 
mysterious pair of little folk hiding behind an enormous 
Assyrian lion? It is of course a small matter exactly 
what these panels mean. Their real function is to protect 
the lower part of the window and to give a suggestion of 
richness and I suppose of actual coin and that is a thing 
they do very well. 

The windows and door which the bank have intro- 
duced into a large stone building at the corner of Orchard 
Street and Oxford Street are very interesting too though 
their interest, which is due largely to their gilding and 
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colour, is not so apparent in a photograph. The bronze 
pilasters here dividing the windows picked out in gold 
and with a fluted gold entablature, stand out admirably 
against the plain stonework of the main building, while 
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THE SANDWICH BRANCH OF THE NATIONAL PROVINCIAL 
BANK 


the little emblem of a coat of arms above a triumphal 
arch over the door catches the eye at once and, giving 
scale suitably, is yet an interesting thing in itself. Both 
these examples, the Bond Street one and this Oxford 
Street one. show how much good designs can do with 
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single rectangular window openings without any over- 
elaboration and without causing any conflict with the 
lines of the superstructure. 

Finally, I have chosen the new Sandwich branch as 
another example of Messrs. Palmer & Holden’s skill in 
Georgian brickwork and detail to show how sympatheti- 
cally to this little old town with its narrow streets they 
can design a small one-storied bank. The only possible 
criticism one can make of this admirable front is that the 
Adam detail in the panels and on the frieze is a little 
small in scale for the rich, rather rough texture of the 
brickwork with its wide joints. When Robert Adam used 
such stone or cement panels—he was very fond of 
cement, having very unprofessionally, according to 
to-day’s standards, an interest in cement manutacture 
he used them, I think, with smoother brickwork obtained 
with smoother bricks and narrower mortar joints. 

I would, however, sooner see Messrs. Palmer & 
Holden’s brickwork in a country town like Sandwich, 
which means I would in that case do without the Adam 
detail. 








